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“Produce or perish!’ This is the terse slogan with which 
M. Herriot the distinguished Mayor of Lyons in a recent book 
entitled Creer seeks to arouse the young men of France. A 
world in which tool power has become the deciding factor can 
hardly fail to appreciate the significance of this appeal to a nation 
exhausted by a well-nigh fatal struggle for its existence, and now 
faced with the necessity for a complete rehabilitation of its eco- 
nomic and industrial procedures. But it is not so certain, 
however, that we in this country will see in Herriot’s words an 
immediate national challenge which we cannot afford to ignore. 

True we have become strong and great, but in doing so we 
have expended our national resources with a shocking prodigal- 
ity. Immediate gains and profits have almost exclusively held 
our attention. We have dubbed as dreamers and theorists and 
‘impractical fellows,” those who would have called a halt to the 
mad orgy through which our streams have been polluted, our 
forests and mines wasted, and our political life debauched. We 
have attacked with an especial vindictiveness those who sought 
to ameliorate an industrial system which made little pretense 
at conserving human values. God, the pity of it! We have 
preached the doctrine of a power through our inheritance rather 
than through our own exertion and travail. 

As a nation we had come to feel so keenly the reproach in all 
this that we actually welcomed the chastening afforded by the 
war. Even today we hear the question asked as to whether all 
the precious toll of suffering and sacrifice was enough. Are we as 
a people now ready to alter the very foundations of our social 
structure if this be necessary to right admitted wrongs? Are we 
really convinced that the employer and those he employs can 
and must whole heartedly coiperate to effect great social advan- 
tages? Do we really believe that the aims of labor and capital 
are mutual if not identical? Do we actually believe in affording 
an equal opportunity to every citizen and in the elimination of 
every special privilege? 

For unless this nation is ready to scheme out its industry along 
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radically new lines, and to accomplish ultimate rather than 
immediate rewards, it will be only a question of time until we are 
overtaken by those who may perhaps seem pitifully weak and 
disorganized today. And no present financial strength or volume 
of natural resources will materially affect the outcome. Modern 
industry is too fearsome a thing to be hedged in either by small 
men or narrow laws. This is not only a scientific age but a day 
when the value of coédperation is being demonstrated on an 
ever broadening international scale. The industry of the future 
will be grounded altogether on mutuality of interests. Force as 
a dominant factor is dead. Science will unlock her secret vaults 
only as fast as we have the initiative to ask questions and the 
imagination to press for answers. Herein lies the real power of 
the future. The supply is limitless. And the wealth of one man 
or of one nation under this dispensation will not mean another’s 
undoing. 

Only a little while back the workers could conscientiously, and 
actually did, hold back on production. “Soldiering’” on an 
essentially international basis was practiced pending the time 
when labor could measurably control the division of the proceeds 
of a more efficient industry. But the new balance as between 
the employers of the world and their employes which has 
resulted from the war has so altered this situation that in every 
direction we see indications that the workers of the world—organ- 
ized or unorganized—are coming to feel some measure of responsi- 
bility for production and are manifesting an increasing interest 
in the principles and mechanisms through which production may 
be increased. We need constantly to remind ourselves, how- 
ever, that the employing class has been guilty of many varieties 
of sabotage as, for instance, when consciously placing in executive 
positions those not fitted properly to carry on their functions. 
If the employers under the new dispensation are to have a right 
to call on their employes for full performance, the latter certainly 
have the right to demand competent leadership. The day does 
not appear to be far distant when this right will be exerted. 

One of the most outspoken recent utterances on behalf of 
increasing production coming from the ranks of labor was the 
speech of Hon. Wm. B. Wilson, Secretary of Labor, delivered at 
the Atlantic City Convention of the American Federation of 
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Labor, in the course of which he said, “Production, increased 
production, is the predominant question. The more there is 
produced the more there will be to distribute and the larger 
production is to the interest of the workers as well as the 
employer.” Of course, the leaders of labor now quite generally 
realize that the working day has been reduced to the point where 
it will be increasingly difficult to make further reductions with- 
out a distinct loss in output. In cutting the work day from 
twelve hours to eleven this was not the factor that it will be in 
cutting the day from eight hours to seven. In future cuts the 
output must be safeguarded in new ways. 

It is just as well to face the fact that to increase production 
in any given establishment, industry or nation (as the term pro- 
duction is here used) is never an easy task. Above all it is not 
a matter controlled by blanks or forms, nor does it result from 
‘*stunts’’—even those suggested by “efficiency” experts. We 
in America have in recent years more and more come to the 
conclusion that important progress can be made in this direction 
only as the result of years of sustained effort. This effort must 
be expended very largely by those directly connected with the 
business. The burden of the responsibility for the making of 
progress in any industrial enterprise will always rest on those 
who call the enterprise their own, either as leaders or as workers 
in the ranks. Without regard to the amount of outside advice 
and no matter how competent this advice may be, this is still 
true. 

As a matter of fact the making of progress along production 
lines generally results from a change in mental attitude on the 
part of those concerned. If we can once get the idea that 
industry and industrial methods are not static but are subject to 
constant improvement and growth, great progress will necessarily 
result simply from this attitude of mind. 

American manufacturers appear to be quite aware that indus- 
try will not be conducted in the future altogether as it has been in 
the past—that this is a period of shifting and advancing stand- 
ards. And as a class our manufacturers seek to know more of 
the opportunities which open out before them and to assume 
their newer responsibilities. In fact this volume is in itself a 
distinct recognition of an awakening in our industrial world. 
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The effort is here made to give expression to some of these 
newer ideas, which developed and logically put into practice will 
so vitalize American industry as to give it a status in the world’s 
industrial development comparable to the position occupied by 
American ideals in the science of government. 

‘The volume of industrial literature has increased tremendously 
in recent years. The practical man of affairs who would post 
himself on even recent developments in this industrial field must 
be prepared to devote more time to it than can usually be spared 
from the pressing demands of the day’s work. Recognizing this 
condition we have sought to separate an industrial enterprise 
into a few of its essential and more important divisions and to 
have each of these treated in an authoritative manner. 

As a first step in the determination of what really are the 
significant factors in industry we requested from a considerable 
number of people—labor leaders, industrial engineers, manufac- 
turers, economists and others—a short statement which should 
include the more important points of an individual manufactur- 
ing establishment. From among the twenty-five opinions 
received perhaps the two which follow are typical. A promi- 
nent New England manufacturer who has been associated as 
director with a number of large scale enterprises, for instance, 
said: 

An ideal manufacturing plant assumes the presence of business ability, sound 
organization, and leadership with vision. 

Its ultimate purpose should be the highest development, mental and moral 
and spiritual, of each and every person connected with the organization, through 
the accomplishment by that organization of the social function entrusted to 
it in the most perfect possible way. 

This purpose should manifest itself in:— 

1. Healthy and happy working and living conditions. 

2. A wage which is better than a living wage. 

3. Methods which shall result in the conviction throughout the organiza- 
tion that the interests of the workmen and the company are in fact 


identical. 

4. Recognition of the fact that the power of the people, and human lead- 
ership are the two great social forces today, and a fixed determination 
that they shall in the organization so combine as to produce a work- 


able and constructive democracy. 


The idealism upon which this description rests permeated 
practically every statement received. It is worthy of note that 
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financial considerations were subordinated. The opinion was 
everywhere implied, even where not expressed, that if the other 
factors were right—such as the matter of industrial relations, 
for instance—that the finances would be apt to take care of 
themselves. The following description of a standard industrial 
plant—the best obtainable under present day conditions—came 
from an engineer: 


Its buildings should be designed for economy of operation, surrounded by 
ample well-kept grounds, and located in an open section of a community of 
moderate size, having both good government and good schools, adequate trans- 
portation facilities, convenient supplies of raw materials and reasonable acces- 
sibility to markets. 

The employees perhaps evenly divided between the two sexes, and all Ameri- 
can citizens able to speak English, should be well housed, receive high wages— 
in every instance above the cost of living; work not more than forty-eight 
hours a week with half holiday on Saturday and a full holiday on Sunday, and 
other adequate rest periods especially for arduous, monotonous work; “hired 
and fired’ by a centralized employment department; surrounded by working 
conditions, providing both comfort and sanitation; and afforded every opportu- 
nity for collective bargaining. 

The main object of the management should be to secure the greatest possible 
production compatible with the highest well-being of the workers. The means 
to this end will be modern equipment and Scientific Management, involving an 
intensive study of every process, the selection and training of the workers and 
such organization of the workers as will insure maintenance of standard practice. 
Both a low labor turnover and the assurance of continuous employment are 
essential. 

The selling policy should provide for full and fair description of goods with 
prices based on cost plus the smallest margin of profit consistent with continued 
prosperity—costs to be determined by a system in which approximate alloca- 
tions of overhead are reduced to a minimum. Sales in an unnatural market 
and of useless articles are to be discouraged. 

The property interests must assure responsibility for providing adequate 
capital to be represented by bonds and cumulative preferred stock having 
proper relation to fair value and bearing reasonable interest rates and should 
accept the theory that unproductive capital is not entitled to a return any more 
than idle labor is entitled to a wage. Before declaring a dividend on the com- 
mon stock, some fair provision should be made for sharing the prosperity with 
the employees who should be represented on a board of directors on which as 
many different factors in industry are represented as possible. Employees 
should be given every opportunity to buy the various classes of securities of 
the corporation. 

Publicity—full and relentless—as to costs, wages, earnings and everything 
else. 
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When Professor Walter Dill Scott and his associates on the 
Committee on Personnel of the Army came to rate army officers 
on a scale of one hundred it was discovered that an occasional 
man was rated as high as eighty-five and some men who were 
kept in the army fell as low as forty. But the great body of 
officers (perhaps eighty-five per cent of them) fell between fifty- 
eight and sixty-three. It may be stated that in some such fash- 
ion the papers in this volume represent the great central body of 
dependable, present day, industrial thought. These may be said 
to be the fifty-eight to sixty-three ideas and plans. The authors 
chosen have been those who, while fully abreast of the times and 
sympathetic with progress still see virtue in seeking to keep both 
feet on the ground. The “stand pat” conservative as well as 
the ultra radical are neither of them represented. But we have 
not flinched from new ideas even though they may seem radical 
to some. The thoughts expressed seem to the editor to represent 
good average American doctrine. The effort has been made to 
present papers which describe present day actual practice rather 
than theorize about even the immediate future. 

It is entirely possible that to some of our more advanced 
readers a considerable part of the material may seem almost 
trite. This must necessarily be true of a volume intended to 
be a compendium of the best that is rather than of what per- 
haps some day will be. Again the reader is reminded that while 
we have tried to run the whole scale of American industry to 
see it in the large—no effort has been made to treat any part in 
a detailed way. If the book is broadly suggestive it will have 
accomplished its purpose. 

A good deal of space has naturally been given not only to the 
organization of the workers but to the causes back of this organi- 
zation. If a manufacturer is to be efficient in this new day—in 
fact if he is to survive—he “‘must understand the forces which he 
at times conceives of as blindly opposing him.” In a word he 
must comprehend the whole social atmosphere of the times. 
The day has gone by when an individual or a plant or a nation 
can live unto itself alone. This being so, prudence suggests the 
most intimate possible knowledge of our local, national and 
world environment. 

It is not altogether by accident that over half of those who 
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have contributed to this book have first hand knowledge of 
Scientific Management gained through personal association with 
the late Frederick W. Taylor, or else admit that their industrial 
views have been largely influenced by his teachings. Taylor is 
the only industrial technician who has proposed anything approx- 
imating an adequate philosophy for industry. And fortunately 
for him and his place in industrial history his theories and prac- 
tices square with our present day idealism. A recent correspond- 
ent somewhat familiar with the plans for this volume writes: 


It may be too much to say that the philosophy of industry, set forth from a 
dozen angles by as many writers, which goes to make up the contents of this 
book forms a bulwark against bolshevism and an antidote to anarchy; but, 
there would seem to be some justice for the belief that in the Taylor System is 
to be found a sane, enlightened and just solution for the world-old struggle 
between capital and labor. 

You will have to go back a long way to find out who established the Taylor 
System. A long while ago an obscure carpenter, of a despised race, set himself 
up to teach his people a new system of doing business. The leaders of his people 
had for years preached an austere and hard system of justice and vengeance. 
They believed in an eye for an eye and a tooth for a tooth. This Hebrew car- 
penter went up on a mountain, with a handful of followers, and laid down a new 
plan for doing business, and it has been working better every year for the 1900 
years since he made it, and each year more people believe in it. There isn’t a 
big success in the world today that isn’t based on it. All that Frederick Win- 
slow Taylor, one of the greatest engineers who ever lived, did in his life time of 
effort was to translate into a practical, profitable, working formula, the Sermon 
on the Mount. 

We must remember that there must be four parties to every business trans- 
action that can be permanently successful and each of these parties must be 
benefited if the system is to last. First, it must benefit the investor who risks 
his capital in the enterprise; second, it must benefit the worker who contributes 
his work to the enterprise; third, it must benefit the manager who takes the 
responsibility of directing the enterprise; and fourth, which is equally impor- 
tant if not most important of all, it must benefit the consumer who patronizes 
the enterprise. Not one of these four can get along without the other three 
and none of the four can continue to make a profit and get satisfaction if the 
others do not benefit. 

A careful study of the underlying philosophy of the Taylor System demon- 
strates that the real basis of its success lies in the fact that business under this 
system is conducted with the cards on the table, face up, and that each party 
to the transaction is made to realize not only his rights but his responsibilities 
as well. It does not mean that capital will make less money because labor is 
going to get more. It means that when labor and management are thoroughly 
convinced of the value of giving their best in return for a wholly adequate 
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reward, the reward of labor, management and capital is going to grow larger 
and larger and the consumer is going to be benefited by better values for every 


step that is made of progress. 
Just a final point remember this: The very best and finest thing about the 


sermon of the Hebrew carpenter is that it pays. It is right, because it pays, 
and it pays because it is right. 


Fear as to what may be just ahead of us may easily be one 
motivating force in securing from our manufacturers a more 
attentive hearing for suggestions looking toward improvements 
in industry. But on the whole, I believe that present day prog- 
ress results from American idealism once again seeking new 
forms of expression. We hear it said that bolshevism lends 
itself to an emotional appeal; hence its rapid spread. Indus- 
trial progress along sane lines can likewise be so presented as to 
appeal to both head and heart. To make this appeal effective 
is the duty of the hour. 

The following paragraphs are quoted from a recent report of 
the Special Legislative Committee on Reconstruction of the 
Wisconsin Legislature: 

The heart of the world has been touched more deeply than it has ever been 
touched before in our time. The world is full of hope. The sentiment of the 
world is for better things. The social and economic reconstruction is an effort 
to satisfy this feeling and this longing of the world. It is a serious effort to 
make the world a better place to live in. There are some social facts which we 
have accepted as inevitable, which the new hope in the world cries out against 
with an insistent demand for immediate change. 

Any reconstruction movement should be based on the nineteen century old 
doctrine that “men are brothers.” There must be a more thorough-going 
application of the Christian ethics to social and economic policy. That is the 
road to sanity; that is the road to sound reconstruction; that is progress. 


The purpose of this book is to assist in the execution of such a 
program. We believe that the further progress of American 
industry will be in the direction of providing for all workers an 
environment in which they can grow and in recognizing their 
right to share in every determination affecting their work. 

Granted such conditions we must all struggle to produce the 
maximum consistent with the maintenance of physical, mental 
and moral well-being. Thus may we hope to secure a further 
realization of American purpose and American idealism. 

Morris LLEWELLYN COOKE. 
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Who is Who Among Contributors 


Danie. M. Bares, General Manager, Lewiston Bleachery and Dye Works, 
Lewiston, Me., is one of a younger group of industrial managers who may be 
said to be the joint product of a modern engineering education and technical 
training in the Scientific Management school. After being graduated from the 
Massachusetts Institute of Technology he entered the employ of the John 
Bancroft’s Sons Co., Wilmington, Del., and there gained the experience which 
qualified him for his present post. During the war he served as a major in the 
Ordnance Corps taking part in organizing several different divisions of its work. 
He became Ordnance Officer of the 14th division. 

Mr. Bates may be classified as a conservative progressive. He is of the 
unusual type of manager who sees just as much chance for improvement in 
the front office as in the shop. 


Georce L. Be.1, Impartial Chairman of Industrial Relations of the Men’s and 
Boys’ Clothing Industry of New York City (representing both employers and 
employes), was during 1914-1918 attorney and executive officer State Commission 
of Immigration and Housing of California. He is a graduate of the University 
of California and Harvard Law School. During the war he was Executive 
Secretary of the War Labor Policies Board. He has been active during the 
past few years in the campaign to stabilize conditions and to promote efficiency 
in the several branches of the clothing industry. It is to men of Mr. Bell’s 
education, training and attitude that Industrial America looks for leadership. 


James M. Boye, Consulting Engineer, associated with Sanderson & Porter, 
New York, is Vice-President of the Fairmont Mining Machinery Company, 
Vice-President of the West Virginia Metal Products Corporation and advisory 
engineer to the President of the Consolidation Coal Company. He has had an 
extensive experience in the municipal utility field. His war record included the 
development of a very ingenious plan for anti-aircraft gunnery. 


D. A. Brown, President of the Consumers Ice Co., Detroit, Michigan, is a 
broad-gauge business man who takes an interest in civic affairs. For many 
years he has seen questions affecting the relations of capital and labor as the 
inner heart of the industrial problem. Very soon after Mr. Brown became the 
head of the company enjoying a monopoly of the ice distributing function in 
Detroit he instituted a policy of allowing the “‘men”’ a share in the manage- 
ment. The “workers”’ now have eight of the fifteen who sit on the Board of 
Directors. 

Joun M. Bruce, Vice-President and General Sales Director, Remington 
Typewriter Co., has had an extensive experience in the organization and opera- 
tion of large-scale sales forces. Among the companies with which he has been 
associated are the American Tobacco Co., the Beechnut Packing Co., Libby, 
MeNeill & Libby and the Winchester Repeating Arms Co. 
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Mr. Bruce has specialized in the study of Scientific Management and its 
application to the problems of distribution. His attitude toward the salesman 
and his job is in some respects revolutionary. 


Waurer S. Carpenter, Jr., Vice-President of E. I. du Pont de Nemours & 
Company in charge of the work of its Development Department, has had a num- 
ber of years’ experience in the investigation of problems dealing with the advance- 
ment of that company’s interests. He left Cornell University and joined the 
company in 1909. He spent nearly a year as an assistant in the Resident Engi- 
neer’s office at two of the company’s plants. He spent the next two years 
in Chile, where the company has large interests in the nitrate fields and later 
spent some time in Europe investigating business problems for the company. 

For the next seven years he was a member of the staff of the Development 
Department, becoming in time Assistant Director, Director and Vice-President 
in charge. During his term of service he was in constant contact with the 
numerous business problems, the solution of which helped the company to main- 
tain its position as a manufacturer of muhitions and to undertake an enlarged 
peace-time commercial business. 


Joun J. Kerr Caskre, prior to assuming his present position as Executive 
Assistant to the President and Chairman of the Philadelphia Rapid Transit 
Company, was a practicing attorney in New York City, and for five years was 
with the Interboro Rapid Transit Company and its affiliated companies, par- 
ticularly engaged in valuation, franchise and tax matters. He resigned his 
position to go to the National War Labor Board and was Examiner in a number 
of matters before that body. Among the matters assigned to him was that of 
the Philadelphia Rapid Transit Company. 

Mr. Caskie, before he was admitted to the Bar, spent a number of years as 
newspaper reporter, ranchman and in general business in the new Republic of 
Mexico where he made a special study of Latin-American relations. After 
leaving Mexico he spent three years at work in the libraries of the universities 
of Europe before he came back to New York to be admitted to the Bar. 

At various times he has worked as a miner, cowboy and factory hand. 


B. Preston Cuiark, Boston, Mass., is Vice-President of the Plymouth Cordage 
Co. and a member Executive Committee of the U. S. Smelting Refining and 
Mining Co. After graduating from Amherst he worked in a cordage mill and 
eventually took charge of the binder and twine mills owned by the McCormick 
Harvesting Co. and acted as their buyer for many years. He retired as Executive 
Manager in 1903. Mr. Clark takes a deep and effective interest in the social 
developments of the times. He had taken an active part in social work in 
Boston for over forty years. 


Joseru E. Conen, born in Baltimore, 1882, received a common school edu- 
cation, and was graduated from Central High School and Philadelphia School 
of Industrial Arts. He became a compositor by occupation and has been a mem- 
ber of the Typographical Union since 1902. He has been active in its proceed- 
ings; likewise in those of the Socialist Party—belonging to the moderate wing; 
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several times delegate to its state and national conventions, serving as Chairman 
of Resolutions Committee. He was made a member of the Philadelphia Mayor’s 
Food Commission in 1917 and Chairman of the Joint Legislative Committee for 
Labor Legisiation in Pennsylvania in 1919. 

Mr. Cohen is the type of labor leader who is today furnishing more of a philo- 
sophical background to the American labor movement. 


Howarp Coon ey, President, Walworth Manufacturing Co., Boston, Mass., 
is also President and director of the Coonley Manufacturing Co., Cicero, IIl.; a 
director of the Advance Rumely Co., La Porte, Ind.; of B. F. Avery & Son, 
Louisville, Ky.; Link-Belt Co., Chicago, Indianapolis and Philadelphia; the 
Rivett Leather & Grinder Co., Faneuil, Mass.; and the Second National Bank 
of Boston. He is a member of the Executive Committee of the Associated 
Industries of Massachusetts and a director of the Boston Chamber of Commerce. 

During the war Mr. Coonley attained a national reputation as an organizer 
through the work done for the Emergency Fleet Corporation of the U. S. Ship- 
ping Board as Vice-President in charge of administration. Among other duties 
he had charge of the finances involved in operating our '200 shipyards and the 
related industrial establishments. 

Well-balanced, cultivated, of genial approach, Mr. Coonley is a man who gains 
his ends quite as much through a quick establishment of confidence as by his 
quiet force and ability. 

WituuaM B. Dickson, Chairman of the Board and Vice-President of the Mid- 
vale Steel and Ordnance Co., began his career as a manual worker in the Home- 
stead Steel Works. He became one of Carnegie’s “junior partners” and was 
active in the management of the U. S. Steel Corporation during its first decades. 
The years 1911-1915 were spent in retirement on a New Hampshire farm. 
Called into active service by the war, he is given the principal credit for causing 
the Midvale Company to abandon its well recognized and long continued opposi- 
tion to the organization of its workers. The system adopted—falling in the 
class of company unions—is described in Mr. Wilson’s paper. 


A. Linco.n FILENe is by calling a merchant and acts as Treasurer and Gen- 
eral Manager of William Filene Sons Co., Boston. He brings to bear so much 
idealism and imagination on the day’s work that one is tempted to call him a 
super-merchant. He has given much attention to welfare and education of his 
employes through a codperative association. He is also a member of the Board 
of Managers National Society for Promotion of Industrial Education, of the 
Massachusetts State Board of Education, of the executive board Bureau Voca- 
tional Guidance of Harvard University, of the Executive Board and Board 
Managers N. E. A., the Vocational Education Com. N. E. A., and Advisory Com. 
Boston High School of Commerce; of the Overseers Com. for div. of edn. at 
Harvard College; and chairman of the daylight saving movement Chamber 
Commerce U.S. A., Boston Chamber of Commerce. ° 


Henry L. Gantt, Consulting Engineer, has, since 1887, when he joined 
the staff of the late Frederick W. Taylor, been active in developing the art of 
management. 
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He recognized long ago, the ineffectiveness of the “‘efficiency”’ of the workman 
as a cure-all, and has since devoted the major part of his efforts to producing 
harmonious codjperation between employer and employe. His article in this 
volume represents the results of his latest efforts. 

In connection with Mr. Taylor, he worked for the Midvale Steel Company, 
and the Bethlehem Steel Company. Subsequently he was connected with 
numerous large concerns; today he is connected with the Ingersoll-Rand Co., 
the J. H. Williams Drop Forge Co., and others. 

This country may properly take great satisfaction in having produced engi- 
neers of industry whose leadership is recognized the world over. Among these 
guides to the new industrial day Mr. Gantt stands in the very fore-front. 


Ho.us Goprrey, LL.D., Eng.D., President, Drexel Institute, Philadelphia, is 
an engineer and educator who attacks the problems of industry with energy, con- 
spicyous ability and unusual versatility. Dr. Godfrey has first hand knowledge 
of industrial processes through having worked through both a machine shop and 
a paper mill. He was associated with the late Frederick W. Taylor the “‘ Father 
of Scientific Management” and in his capacity as consulting engineer has assisted 
in the reorganization of a number of important industrial undertakings. During 
the war he was a member of the Advisory Board of the National Council of 
Defense. Dr. Godfrey visions an industry brought fully abreast of the march of 
modern science and continually re-vitalized through scientific research. 


Artuur A. Hamerscu.ac is President of the Carnegie Institute of Technol- 
ogy, Pittsburg, and consulting engineer on industrial matters with offices in 
New York City. In 1903 he began the development of the Carnegie Technical 
Schools which today have 3,500 students and an investment of about $5,000,000. 
Dr. Hamerschlag made a unique and invaluable contribution to the conduct of 
the war while acting as Director of the Bureau of Industrial Research under 
Major General George W. Goethals, Director of Purchase, Storage and Traffic. 


H. K. Harnaway, Consulting Engineer in Management, is a leading exponent 
of Scientific Management having been a close associate of the late Frederick W. 
Taylor. A graduate of the Williamson Trade School, Mr. Hathaway served his 
apprenticeship at the Midvale Steel Works and then went to the Tabor Mfg. Co. 
to introduce the Taylor methods. This work was done in association with 
Carl G. Barth and Mr. Taylor himself. Mr. Hathaway later became Vice- 
President of the Tabor Co. 

During the war Mr. Hathaway—first as a captain and later as lieutenant 
colonel—made a conspicuous record. His work in connection with the organ- 
izing of the Supply Division of the Ordnance Department and later on the 
organization of the Ordnance Department itself and still later as the head of the 
Ordnance Supply Department in France, each constitute brilliant advance- 
ments in the management field. While Mr. Hathaway looks at industry 
pretty much through the worker's eyes and with a worker's interest he thrives 
himself on doing a full day’s work and never apologizes for asking others to do 
the same. 
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J. C. Heckman, Consulting Engineer for Larkin Co., Buffalo, N. Y., is a 
good combination of the so-called “hard-headed business man” and technically 
trained engineer. Born at Phillipsburg, N. J., he is educationally the product 
of the Germantown Boys’ Grammar School, the Philadelphia Central Manual 
Training School, Lafayette College, and Massachusetts Institute of Technology. 
After working during the summers of his college course he entered the employ 
of Larkin Co. in 1899 and gradually assumed charge of all engineering and 
technical matters for that company including design and construction of build- 
ings, machinery, development of new processes and direction of large research 
activities. In 1909 he took charge of Buffalo plant with title of Superintendent. 

Mr. Heckman early in the war was commissioned as a major in the Ordnance 
Department and played an important part in organizing the Supply Division. 
He was later placed in charge of the Construction and Operating Sections. In 
1918 he was promoted to a full colonelcy and after the armistice was made 
chief of the Supply Division. Judged by both the amount accomplished 
and the high level of that accomplishment this was a very distinguished war 
record. 

For five years Mr. Heckman has been Chairman of the Technical Advisory 
Board of the Associated Manufacturers and Merchants of New York State. 


Epwarp D. Jones, Ph.D., at present Federal Agent in Employment Manage- 
ment for Federal Board for Vocational Education, was professor in Economics 
at the University of Michigan from 1901 to 1918. He is the author of The 
Administration of Industrial Enterprise; Investments; etc. During the War Dr. 
Jones was attached to the Committee on Education and Special Training of the 
General Staff of the Army and Director of Course Materials of Employment 
Management Section of the War Industries Board. He is an inspiring teacher, 
writer and lecturer on the public platform. 


Joun Lerrtcu is a mechanical engineer living in Philadelphia who has been more 
and more specializing in introducing a type of shop organization patterned after 
the U. S. Government with a Senate, a House and a Cabinet. His plan has been 
widely used and both the plan and the author highly commended. Mr. Leitch 
has a magnetic personality and a peculiar ability to gain quickly the confidence 
of those with whom he works. He is the author of technical papers presented 
before the American Society of Mechanical Engineers and an unusual book 
Man to Man in which he describes Industrial Democracy, the name he has given 
to his plan. 


Jacos M. Mosss is a lawyer by profession and acts as impartial chairman for 
two of the largest men’s and boys’ clothing manufacturing plants in Baltimore. 
He is a graduate of Johns Hopkins University and of the University of Maryland. 
He was a member of the Maryland State Senate (1900-1904). In his practice 
of the law he has specialized in industrial matters and is the author of a valuable 
monograph on The Law Applicable to Strikes. Judge Moses has lived his life 
so as to command the confidence of both sides of the industrial struggle. 
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Grorce W. Norris, after graduating from the universal preparatory school 
of journalism, practiced law in Philadelphia for eight years, and in 1894 became 
a member of the investment banking firm of Edward B. Smith & Co., where he 
had about eighteen years’ experience in railroad and industrial financing. He 
retired from business in the fall of 1911, and was almost immediately afterwards 
drafted by Mayor Blankenburg for four years’ service as Director of the Depart- 
ment of Wharves, Docks and Ferries in the Philadelphia municipal administra- 
tion. The following year he was again drafted, this time by the Federal 
Administration, to serve as Farm Loan Commissioner in charge of the establish- 
ment and operation of the Federal Farm Loan System, which in the course of a 
little over two years has sold nearly $390,000,000 bonds, and loaned a like 
amount to the farmers of the country. 


Henry T. Noyes, Rochester, N. Y., in answer to our request for material 
about himself, said, “‘ All I would care to have you put down is that I am Secre- 
tary of Art in Buttons.” As a matter of fact, he is a distinguished American 
manufacturer who has done more things first—and done them well—than almost 
any other manufacturer with whom the editor is acquamted. The button- 
making plant over which Mr. Noyes presides is a model plant in the best sense 
of that word. Further, Mr. Noyes is a good citizen and as president of the 
Rochester Chamber of Commerce and in other relationships has rendered con- 
spicuous service to his city and his country. 


J. E. Orrerson, President of the Winchester Repeating Arms Co., New Haven, 
Conn., is one of a group of officers trained in the Construction Corps of the U. S. 
Navy who have taken important posts in private industry and made a deep 
impression on our manufacturing methods. Mr. Otterson was particularly 
successful in quickly reaching a high production of small arms during the war. 
He was an important member of the committee of manufacturers who stand- 
ardized this class of munitions. He is President of the Taylor Society. 


Harvtow S. Person, Managing Director of the Taylor Society (society to 
promote the science of management), Engineering Societies Building, 29 West 
39th St., New York City, is an economist who has specialized on the art 
of organization. For fifteen years as Director of the Amos Tuck School of 
Business Administration of Dartmouth College, he took a conspicuous part in 
the development of a technique for American industry. His contributions to 
the literature of Scientific Management have done much to interpret the move- 
ment. During the war Dr. Person served as a major first in the Organization 
and Methods Section of the Ordnance Dept. and later in the Inspector General’s 
Office. He was one of the organizers of the service by which various colleges 
and universities gave specialized training in army stores work. 


Epwin G. Rust, Industrial Engineer, Philadelphia, has held a number of 
important administrative posts in the iron and steel industry. Educated as a 
mechanical engineer at Lehigh University he passed through the various grades 
of employment to machinist, master mechanic, draftsman, chief engineer, 
assistant manager and president. He has spent twenty years in close contact 
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with the fundamental problem of American industrial development. During 
the war he assisted in the work of developing the nation’s boiler manufacturing 
capacity in the interest of the Emergency Fleet Corporation. 


N. I. Stone, Labor Manager for Hickey-Freeman Co., clothing manufacturers, 
Rochester, N. Y., is a statistician plus. He is interested in the application 
of the factor of precision to the study of industrial processes. As he has at 
times officially represented “the unions” and at present represents the employer 
in a union shop his views are especially significant. During 1909-1912 he was 
chief statistician United States Tariff Board and during 1913-1914 chief stat- 
istician Wage Scale Board, Dress and Waist Industry of New York City. 


Frank J. Warne of Washington, D. C., might well be called a consulting 
economist and statistician. Since the railway brotherhoods undertook their 
concerted wage movements in 1910, Dr. Warne has represented them in nearly 
all of their contests before boards of arbitration appointed by the President of 
the United States. These arbitrations have necessitated the critical examination 
of the financial, corporate and operating methods of the railroads. To addition, 
he is the consulting expert to Public Service Commissions, other labor unions, 
and large corporations engaged in rate cases before the Interstate Commerce 
Commission. During the war he rendered service to the Bureau of War Risk 
Insurance of the Treasury Department, to the Emergency Fleet Corporation of 
the United States Shipping Board, and is at present Manager of Industrial 
Relations and a member of the Board of Directors of the United States Housing 
Corporation. 

Dr. Warne’s point of view on social and economic problems is tersely summa- 
rized by The Outlook as follows: 

“He is one of that class of students of social and industrial conditions whom science 
and humanity combined have produced in America, and who are distinctly a product 
of a democratic country and a scientific age—that is, of a period in which love of 
humanity and love of truth are mingled in something like equal proportions in its best 
teachers.” 


Epwarp WI1son is a patternmaker in the employ of the Midvale Steel & 
Ordnance Co. His employers say that he is an unusually skillful patternmaker, 
regular in his work, dependable and accurate. His fellow patternmakers have 
shown their opinion of him by twice electing him as their Division Repre- 
sentative. The other Division Representatives have gone one step further 
and twice elected him as their Chairman. 

For many years, Mr. Wilson has been active in politics, and has always stood 
for civic righteousness. His civic creed is very simple—so simple in fact that 
for twenty years, in division, ward and city his name has stood for just one thing 
i. e. the regeneration of Philadelphia from boss rule. For the past two years, 
he has used his inclination and experience toward the development of industrial 
righteousness in the plant where he has spent his industrial life. 
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Production the Goal 


By Greorce L. 
Impartial Chairman, Men’s and Boys’ Clothing Industry, New York City 


HE urgent necessity for increasing and “speeding up” the 
output of munitions and other essential materials during 
the war, and the prospective unprecedented demands following 
the period of devastation and non-production, have focused 
attention, as never before, upon production—and its attendant 
problems. Probably never has there been such a large number 
of people from various walks of life, so many industrial managers 
and so many workers, in seeming agreement that the aim or 
principal problem of industry is production. But, in spite of 
this glib consensus of opinion on generalities, there has been 
little evidence of real thinking concerning the subject. 

While a very worth while forward step in industry has been 
taken by this quite sudden and general recognition of production 
as the master aim of the industrial plant, yet it is doubtful if the 
forward impetus can be maintained and concrete achievement 
attained by this more or less emotional recognition of a general 
principle. The word “production” seems to have widely differ- 
ent meanings for many who agree in using the word to describe 
the principal problem confronting industrial plants. There 
would be more opportunity for real, constructive progress if we 
could arrive at an actual, though limited and partial, agreement 
on the subject. 

As a fundamental basis of agreement industrial management 
must squarely face and accept the fact that the peoples of the 
world today are not and will not be interested in production at 
any or all costs, or in production that ignores the human factors. 
There was a time, not long past, when there was not a very gen- 
eral appreciation of the “safety first” movement, and even today 
there is a discouragingly large minority of industrial managers 
who do not feel it to be their imperative duty to take every 
precaution to protect the workers from physical injuries in their 
plants. But all except the most “conscientious objectors” to 
change of any kind must admit that during the war period a new 
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spirit or consciousness has developed among all workers, and 
among many employers and managers, which not only makes 
impossible the evasion of responsibility for the physical safety of 
employes, but which demands prompt and careful attention to 
many more intangible and intricate phases of the problems pre- 
sented by the human element involved in production. It is not a 
theoretical situation which we are facing in this connection, but 
present and pressing facts, already clearly apparent in most 
civilized countries. The forward looking industrial manager 
today realizes that no longer can he aim at increasing production 
and profits ad infinitum by methods arbitrarily devised by the 
management alone and likewise arbitrarily imposed on _ the 
workers. Whatever his individual opinions may be, he is con- 
fronted with the fact that workers in this new era are not and 
will not be interested in production unless they are given some 
voice in the determination of the processes of the plant and in 
controlling the conditions under which they work—or, as it is 
commonly expressed today, ““workers must have more share in 
the management.” Labor and enlightened employers present 
today a solid front in demanding that the workers must be 
considered as integral human parts of the plant and that in- 
dustry must be so constitutionalized that some sort of real indus- 
trial suffrage or franchise is possible. 

If, therefore, we are to arrive at any real agreement between 
management and workers to coéperate in increasing production 
we must conceive of the master aim of the plant as being such 
production as is compatible with a real and measurable degree 
of human happiness and content in the work. Obviously this 
aim must not be so construed as to convert the plant into a mere 
experimental laboratory for the testing of “‘labor theories,” for 
this would be merely reversing the former prevalent situation 
where the management imposed and tested its theories of pro- 
duction processes without giving much if any consideration to 
the effect upon the human factors. The aim must be carried out 
only by careful and scientific consultation and practical experi- 
mentation. The entire personnel of the plant must be made 
articulate in some way in order that each person may assume 
responsibility for and participate in the determination and defini- 


tion of the production standards. 
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This modern concept of the aim of industry extends beyond 
the field of mere quantitative output and requires that each 
producing group render some greater service to the community 
and the world than the mere supplying of material goods. As a 
prominent leader of industry recently said, “Service to the world, 
not profit to ourselves, must henceforth be the guiding thought 
of business men.” Plant owners and executives, therefore, must 
take the initiative and determine first their own functions and 
place in this new order. The board of directors of a large west- 
ern department store, after an exhaustive study of this particular 
question, recently passed a resolution including the following 
paragraphs, which seem well worth quoting: 


We emphasize that aspect of our proposed reorganization which may be 
termed the democratization of the establishment. But there is another way to 
approach the same situation. We would look upon the plant as a great training 
school in which every employee, from the executives down, is at the same time 
a student and a teacher. 

It is just here that we as managers must find our excuse for existence. If 
every employee in this business comes to us fully trained, fully equipped to 
take his part properly in the scheme of things, then the employees are running 
affairs, and we can hardly justify our accepting profit. We are entitled to 
profit only in the measure of our contribution to the working of this business. 
Our task is not to sweep floors, to wash windows, to keep books, to fill orders 
and sell goods. Directly and immediately, that is the business of our employees. 
But it is our province to make better sweepers, window washers, bookkeepers, 
order fillers and salesmen of our employees. It is not enough if we be bosses 
on the job, and mere task-masters. We must constructively contribute to the 
symphony, by supplying ideals, by devising processes, improving methods, 
inventing equipment, and training hand, heart and mind, if we would earn that 
portion of the income called, not wages, but profit. 

But, it may be said, we supply the capital to run the business. For that we 
are entitled to interest, not profit. Or again, we buy the goods. In so far as 
that is true, we are entitled to wages, not profit. We assume the risk, in bad 
years as well as in good. True, and for that we are entitled to another kind of 
interest, not profit. Profit, when justly earned, is a reward for a particular 
kind of service which the employees themselves do not contribute. 

“The employee no longer exists merely to aggrandize and extend the person- 
ality of the employer, but the latter exists solely to make effective the totally 
different function of the employee.” (Harrington Emerson.) 

Failure to realize this magnificent opportunity we have to make of this busi- 
ness a grand training school of technique and character carries its own penalty. 
We have but mediocre help, and that is expensive. We have a rapid labor 
turnover. When we require a man to fill an important post, often we go on the 
outside. Lack of a system of training makes promotion a rare thing, and con- 
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sequently deprives our people of hope based upon a laudable ambition. Our 
service to our customers cannot be the best. Consequently, our own profits 
are not so large as otherwise they might be. 

“The executive who develops novices into experts and the company which 
transforms mere ‘handy men’ into mechanics are public benefactors because of 
the service rendered to the country and their men.” (W. D. Scott.)—That 
must be our aim and contribution. 

The above paragraphs might be considered of little practical 
value if they were written as part of an academic treatise by a 
theoretical economist, but they embody the conclusions of a 
group of eminently successful business men made after an inten- 
sive study of their own establishment—an establishment gener- 
ally admired by the public and which the casual observer would 
say was in no need of reorganization. Industrial executives must 
acquire something of this spirit if they, or their plants, are to 
render effective service in the new era that is upon us. Produc- 
tion must be made to serve individual needs, not merely the 
promotion of the general wealth. Production should be organ- 
ized not merely upon the basis of money or profits but upon the 
basis of real human satisfaction. Stephen Leacock has well said, 
“The continued increase of the sum total of wealth as a concomi- 
tant of machine production does not of itself promote individual 
welfare, with which indeed, it has but little connection.””. Much 
of the present discontent among workers is undoubtedly due to 
the necessity for performing uncongenial, monotonous machine 
work that seemingly follows a blind alley and denies ambition 
opportunity. The plant must be so organized as to allow each 
individual in the producing group to see the complete picture of 
the aims of the plant and his part in the structure as a whole; 
it must afford opportunity for satisfying the creative instinct— 
the primitive human instinct of love of work, which is so apt to 
be thwarted by specialized machine production; it must provide 
the ladders of promotion which the worker may climb if he will. 

No all embracing formula can be devised for carrying out these 
aims of industry. There is an unfortunate tendency today to 
install static plans for the “solution” of the new industrial prob- 
lems. In the attempt to encourage an interest in production, 
too many managers are adopting forms and phrases with little 
real substance. With small appreciation of the full meaning and 
spirit of the goal toward which the new industrial world is grop- 
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ing, efforts are being made, usually in good faith, to impose cut 
and dried “profit-sharing’’ plans, “industrial legislative coun- 
cils,” or “shop committees,” on unwilling or apathetic employes. 
Industry is ever changing and progressing; therefore we can 
have no uniform, static, nor rigid, “solutions” adaptable to 
changing conditions and the progressive succession of problems. 
The thing that is possible and that is truly necessary is the crea- 
tion of the human machinery or organization, based on broad 
general principles agreed to by all in the plant, ready at all times 
to study and meet questions as they arise. The name and form 
of the organization matter little so long as all individuals in the 
plant are truly represented and given a real voice in evolving the 
answers to new or recurring problems and in adapting the aims 
of the plant to the developing ideals of production and service. 
There is, however, the danger of a too sudden reformation and 
the consequent exercise of an autocratic paternalism in attempt- 


ing to keep up with the new movement. There must be no 
{ 


“crusade” nor “campaign” which smacks of “uplift,” for man-'. 


agement and employes today have in common an abhorrence of 
being “uplifted.” Though, as the result of panicky reaction to 
industrial unrest, many may try to build the new structure of 
industry on a foundation of mere emotional sentimentality, there 
must be a firm economic basis if the structure is to survive. 
Charity cannot be the compelling motive because it is not the 
aim to develop the industrial plant into an eleemosynary institu- 
tion. Moreover, the workers who are seriously and sincerely 
pressing for a larger and broader participation in industry are not 
asking, and do not want, to be given things to which they are not 
entitled as a matter of economic and ethical right. If owners 
and managers alone determine and define the production that 
they think will best contribute to the happiness of the individuals 
involved, and if, with the generous gesture of industrial over- 
lords, they give more freedom and opportunity to workers, the 
real and higher aims of industry will be degraded. 

In the development of the economic basis for the new struc- 
ture there should be collective or group action, for only thus can 
the idea of collective responsibility be engendered. Scattered, 
uncoiérdinated individual action should be avoided, for interest 
in group production means that the plant becomes a real entity 
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and power for service to humanity. The management and the 
workers must study and try to understand each other’s peculiar 
and distinct problems, and they must work codéperatively in 
solving these problems. It is submitted that profit-sharing 
schemes would meet with greater success if the workers were taken 
into real partnership on problems as well as profits. Efficient 
management is, of course, the exclusive duty of the plant execu- 
tives, but the workers would be more convinced of the sincerity 
and motives of the management, and more stimulated to produc- 
tive effort, if the difficulties confronting plant executives were 
explained as fully as possible to all in the plant, and: if the pro- 
cesses of reasoning and deduction upon which orders and plans 
are based were likewise made clear. 

There is no doubt that each worker owes a fair day’s return in 
labor for his wages, but before the employer can demand this 
return he must have fulfilled an obligation which is absolutely 
a condition precedent—the providing of efficient management. 
And in the new industrial order an ever higher and higher degree 
of efficiency will be required of management. Before we can 
talk of enlisting more general interest in increased production or 
of developing the higher conception of the functions of industry 
that seems to be struggling for expression, there must be a much 
more comprehensive, thorough and detailed study of the pro- 
cesses and costs of production. Management cannot spur the 
workers to greater activity by merely shouting ““More! More!”’; 
it must present definite standards of accomplishment for consid- 
eration by the workers and the proposals must be backed, not 
by the forceful language of a task master, but by convincing and 
accurate data obtained by exhaustive general research as well as 
intensive study of the plant operations. It is primarily the duty 
of the management to bring such information to the council 
table, and only with such information at hand can “every 
employe, from the executives down, be a student and a teacher” 
in the great permanent training schools which are to chart 
the paths of real service to humanity which industry is destined 
to follow. 

Another development in the evolution of industry which is 
just becoming apparent is the breaking away from the habits of 
secretiveness, isolation and hostility between individual plants in 
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connection with even non-competitive matters. It is now real- 
ized that competing as well as non-competing establishments 
have many problems in common—and certainly, at least, the 
labor problem—in the handling of which they must coéperate. 
Standardization and constitutionalization of industries engaged 
in the same line of production on a national, if not an inter- 
national, basis of research and determination of policies must 
assuredly come, and the spirit of provincialism must be discarded 
if we are to make worth while progress. To take part actively 
in such broader developments must be one of the conscious poli- 
cies of every plant. 

As a summary statement, it might be said that the keystone 
of the arch of the new industrial structure is to be found in the 
full publication of facts. Industrial relations should not be made 
into an involved “problem” through complicated and unnatural. 
forms of plant organization. There should be established the 
simple principle that all the workers in the plant should be given 
an opportunity to contribute to the detailed study of all the facts 
bearing on finance, and on processes and costs of production, 
and all such facts should be open to full examination and discus- 
sion. If all the facts are not so exposed, then there is the suspi- 
cion of an unworthy motive in concealing something. Conceal- 
ment is certainly not in keeping with the modern and rightful 
aim of the plant. With all the data before the management and 
the workers, there is an opportunity for openly arriving at an 
agreement on the principles and the methods of dividing the 
income of the plant—then there is some possibility of establish- 
ing the often repeated assertion that “the interests of employers 
and labor are really identical,’ because there will be some com- 
mon gain to both in increased production. Arbitrary power on 
either side, whether in connection with industrial relations or 
any other human relations, is dangerous and unsound; there 
must be concessions of power by common consent which will 
result in common advantages. 
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The Key to Successful Industrial Management 


By A. Lincoitn FILENE 
Treasurer and General Manager, Wm. Filene Sons Company, Boston, Mass. 


E do not have to theorize as to what a modern plant and its 

management should stand for. The facts are ready to 

hand. Here and there throughout the country, examples of 

sound and successful practice in industrial relations within a 

plant can be observed with profit to the observer. And the 
number of such examples is growing day by day. 

Take two such well-known instances of organized right rela- 
tions as the system followed by Hart-Schaffner and Marx and the 
International Harvester Company. In the former case, there 
has been peace and profitable production for years in spite of 
conditions in the garment industry which constantly work against 
stability. In the second instance, the Harvester people, after a 
long and well prepared campaign, recently put into operation a 
plan for industrial representation of its employes among the 
twenty plants based on the most enlightened principles of labor 
relationships. 

The truth is that managers and men have in reality a common 
goal before them. But they have been at odds as to the best way 
of reaching that goal. And because they have been differing in 
this way, they naturally lost sight of the big fact that it was a 
common goal which both were really seeking. 

What is that goal? It is to get the maximum satisfaction and 
return from the work. Anxiety, uncertainty, discontent—these 
things are the chief foes of fitness. Efficiency, we must remind 
ourselves over and over again, is more of a psychological than it 
is a mechanical result. 

The management which recognizes this axiom holds the key to 
unlimited success. Where work is sheer monotony and nothing 
is done to offset it, where surroundings pull down health and 
strength, or where relationships are such that no man feels that he 
has any stake in the plant and that the scrap-heap is ahead of him 


so far as any concern on the part of the management is felt; in all 
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these circumstances we have the fertile soil for ill will and poor 
work. There can be no real organization here. 

Management has sometimes lost sight of the goal which it has 
in common with labor. It has been blinded perhaps by a narrow 
point of view, a rigid devotion to rule of thumb, and indifference 
to the greatest factor in production—the human factor. Income 
without satisfaction in work means labor instability, unrest and 
lowered output. And satisfaction in work is hardly possible 
without recognition by management of the human elements 
involved. Like all other human beings, the worker is a bundle of 
instincts. He wants to create, to possess, to gain power, to have 
his work and merit properly recognized, to play, to protect him- 
self and his own. He wants to learn new things, to vary his 
occupation so that it does not get on his nerves. He wants the 
satisfactions which make life worth living. 

Now the basic conditions for the output to which both labor 
and capital are committed and out of which alone they can draw 
their upkeep are those which make the best return possible con- 
sistent with business soundness. Wages should be the highest 
and not the lowest that conditions warrant. There should be 
give and take on both sides. The men should feel that they 
never need ask for justice or fair dealing—these should come to 
them as a matter of course, because the business is so organized 
that it could not do otherwise. 

Employment should cease to be a gamble and should hold 
out a future for those who mean to stay and make good. This 
means that the best thought of the employer must be given to 
eliminating the evils of irregular employment, and to offering 
incentives which help make labor contented and stable. ‘Some 
employers are reducing the seasonal character of their business 
by inducing their customers to order goods enough in advance 
so as to spread production over a longer period; they are carry- 
ing on campaigns for the standardization of styles so as to be able 
to carry on production throughout the year; they are constantly 
studying methods of producing different lines of goods so that in 
slack periods they may be able to keep their working forces 
profitably employed. 

Among other methods of changing employment from an 
affair of chance to a carefully planned function of management 
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we find the increasing interest and attention given to the prob- 
lems of hiring, placing, training and retaining workers through 
well organized employment departments in charge of capable 
executives who are thoroughly familiar with the problems of 
personnel and employment and are open-minded on the many 
difficult questions which confront industry today. Through 
the modern employment department we find it possible to secure 
a better class of workers, to place them more advantageously to 
themselves and to the management, to offer workers a clearing — 
house for possible grievances and their adjustment, to get closer 
to the workers and their problems. The expensive turnover 
of labor is more easily reduced where such a department exists, 
because it can study the reasons for such turnover in detail and 
point out the remedies. Instead of the reckless hiring and 
firing of workers we find substituted the careful study of how 
to conserve labor so that it will pay adequately for the invest- 
ment in it. 

The contact between management and men should be such 
as to give all concerned a feeling of security in the motives of 
each. All the cards must be laid on the table. Each side must 
help the other with its viewpoint, knowledge and skill. This 
comes only when frankness and mutuality govern. And this 
frankness and mutuality must be made part of the written policy 
of the management, specific, concrete, detailed, so that all may 
know that they are working under a control of principles rather 
than of individuals. One of the great causes of industrial unrest 
has been the fundamental misunderstanding and mistrust of 
one another by employer and employed. The modern industrial 
plant seeks to remove this mutual mistrust by the establishment 
of a clearly defined labor policy worked out with the representa- 
tives of the workers in the plant; such policy forming the basis 
of the employment contract, implied in the conduct of the 
employer, or expressly agreed to in some form of collective 
bargaining. 

The newest development in establishment of right relations 
between management and men is the shop committee modelled 
more or less on the plan worked out in England by the Whitley 
Committee. Already many employers are taking advantage 
of this method of meeting their employes on common ground 
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for discussion and action on matters of mutual interest and 
benefit. Such committees, to be successful, must be taken into 
the full confidence of the employer and given a real share in the 
management of the enterprise. The mistake is being made of 
labelling some schemes “industrial democracy” when democracy 
is conspicuous by its absence and the whole thing is a shallow 
attempt which really defeats the demands of the workers for 
participation in management. 

Many people have to learn, and not a few do so only after 
very costly and bitter experience, that it is better to be genuine 
than spectacular. Workers are never deceived by make-believe 
industrial relation schemes. They respect the man who is 
honest, even though badly mistaken, in his industrial outlook. 
But they reward all insincerity with lasting contempt, disguised 
though it may be. 

There is great opportunity ahead for every business and 
industry to take steps forward in bettering relationships within 
the establishment. Many a big figure in the management world 
considers it a high privilege to have a hand in such work. That 
is an encouraging sign of the times. There is no panacea, no 
patent drug, for making all things right within a plant. But 
this may be safely asserted: the key to success in management is 
organized and sustained effort on the part of all executives to 
approach a condition of mutual trust and mutual effort between 
the parties engaged in carrying on the industries of the country. 
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Some Twentieth Century Problems’ 


By B. Dickson 


Chairman of the Board and Vice-President Midvale Steel and Ordnance 
Company, Philadelphia 


poamrLy in fairness to my readers and partly in self-defense, 
I feel that I should tell you who, or rather what, I am. 

Commencing as a boy, I was a manual worker for several years 
in the Homestead Steel Works. I was fortunate enough to 
receive promotion, and eighteen years later I became one of the 
junior Carnegie partners. When the Steel Corporation was 
formed, I came to New York with Mr. Schwab, and for ten years 
was vice-president. I retired to a New England farm in 1911, 
and four years later returned to active business life as an officer of 
Midvale Steel and Ordnance Company. I cite this experience 
to show that I have at least had the opportunity to study some of 
our social problems at close range. So much for “who” I am. 

Now, as to “what” Iam: Some of those who know me best and 
who certainly should be qualified to judge, if long association is 
the test, call me by various pet names—such as socialist and 
anarchist. Only last week, a prominent New York banker, with 
whom I was lunching, asked me if my middle initial stood for 
Bolsheviki. I usually counter on them by asking them to define 
the term “socialist,” and I have yet to receive a fairly intelligent 
answer to this question. 

There is a lot of loose thinking on this subject, if it can be dig- 
nified by that term. As a matter of fact, most of the men who 
use these epithets as terms of reproach are either timid souls who, 
ostrich-like, prefer not to see possible dangers on the social hori- 
zon; or, they are at heart aristocrats, in spite of the fact that they 
are citizens of a republic. 

Aristocracy, or autocracy, (the terms are interchangeable with 
me) is an attitude of mind and not a social condition. It is a 
common error to suppose that the lines separating democrats and 
autocrats are horizontal only. They are also vertical, and I have 
found relatively quite as many men of aristocratic or autocratic 

1 Address delivered before the Philadelphia Section of the American Society 


of Mechanical Engineers, January 28, 1919. 
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attitude of mind among workmen, as among the so-called upper 
classes. 

In an autocratic state, men of servile mind, having the will to 
obey, are as necessary an element as those having the will to com- 
mand. It is an infallible mark of the true aristocrat to be brutal 
to his inferior, insolent to his equal, and servile to his superior. 
The German people furnish the most striking illustration of this 
truth. In my opinion, there is one offense which, in its very 
essence is unpardonable, i. e., that general attitude of mind which 
may be expressed as the “will to obey.” 

Most men have a test which they unconsciously apply to their 
fellows. With some, it is their form of religious belief; their 
party affiliations; their intellectual attainments; or their social 
or financial status. As I grow older, I find myself applying to all 
men with whom I come in contact, this test: Is he democratic or 
aristocratic in his ideals? And to the extent that he puts into 
practice in his daily life either of these ideals, I am attracted to or 
repelled by him. I have been amazed, and at times disheartened, 
at the number of men and women born and reared in the United 
States, who have no true conception of the ideals on which our 
government is founded; and not all of these, by any means, have 
been found among the rich. Like Louis XV, they appear quite 
content to act on the idea—*‘ after me, the deluge.” 

An aristocrat is one who tries to get out of the social order more 
than he contributes to it, i. e., he wants something for nothing; 
his ideal social system is one where the permanency of his unearned 
income is assured at the expense of his fellow-citizens; and he is 
serenely regardless of the fact that in order to accomplish this 
economic miracle, somebody must get nothing for something. 
There are a great many varieties of aristocrats, ranging from the 
common hobo, who comes to your back-door to receive his un- 
earned bread, up to the politicians, most lawyers, some Napoleons 
of finance, kings and kaisers; and they all have in common one 
very interesting trait, i. e., a profound contempt for those from 
whom they draw their unearned sustenance. The cootie is your 
true aristocrat. If it were possible to penetrate into the mental 
processes of this parasite, we would doubtless find that it has a 
profound contempt for its host. I would, therefore, suggest as 
the proper heraldic device for the man who draws more out of the 
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social organism than he contributes to it, i. e., one of the so-called 
aristocrats or privileged class—‘“‘a cootie couchant on a field of 
gold.” 

But the term of reproach which always interests and pleases me 
most, is “radical.” Iam glad to be called a “‘radical” providing I 
have something to say as to the definition of the term. I accept 
that which Gladstone gave when he was once asked to explain the 
difference between the British parties. His definition was as 
follows: 

Conservatism— Distrust of the people, tempered by fear. 
Liberalism—Trust of the people, tempered by prudence. 
A Radical—A Liberal in earnest. 

The dictionary defines “radical” as, “‘of or pertaining to the 
root; fundamental; thorough.’ If, when I am gone, these who 
knew me best could honestly write as my sole epitaph: “A 
Radical, worthy of the name,’—I could not wish for a more 
honorable remembrance. 

Whether I have fairly earned any of these titles or not, you 
may be able to judge better when I have concluded. At the 
outset, however, I want to disclaim being a mere sentimentalist, 
as that term is usually understood. I have had to deal with hard 
facts all my life, and I believe that I am able to keep my feet on 
the ground, even if my head may seem to be in the clouds. 

With this introduction, you will be able to discount any 
opinions I may express. 

Many of the cherished traditions of the Carnegie veterans are 
associated with Capt. William R. Jones, General Superintendent 
of the Edgar Thompson Steel Works, who was a very successful 
manager and one of the last survivors of that era of iron and steel 
manufacture, which immediately preceded the present scientific 
era. It is related of him that on receiving notice from the Penn- 
sylvania Railroad Company in the seventies, that they would 
require certain minimum and maximum chemical limits in their 
rails, he protested to Mr. Carnegie against the proposed restric- 

tions, saying that, “the steel business has gone to hell since these 
damned chemists have been mixing in on it.” This perfectly 
natural attitude of mind on the part of Captain Jones is paralleled 
by that of the average employer of today in his consideration of 
human problems which, so sorely against his will, are being 
thrust upon his attention. 
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When I was a boy, the conflict between science and dogmatic 
religion was raging. The geologists, particularly, were being 
denounced from every orthodox pulpit because their discoveries 
seemed to question the accepted scriptural chronology which 
fixed the creation at 4004 B.C. I remember that the question of 
the fossil remains of extinct animals troubled the brethren, and 
they finally dismissed the problem by stating that the Lord created 
these remains just as they were found in the geological strata. 
When their attention was called to undigested fragments of bone 
in the stomachs of these prehistoric monsters, they still maintained 
that the Lord created these also just as they were found. I donot 
remember just how they explained why the Lord should have gone 
to so much trouble to fool his children of later generations, but 
perhaps they considered it in the light of a practical joke. 

We smile now at the recollection of this intellectual darkness, 
which came so near to some of us. I wonder if future generations 
will smile at some of our conceptions of the laws of human rela- 
tionship as exemplified by our industrial system? The great 
distinguishing mark of the true scientist is that he is satisfied with 
nothing less than demonstrated truth; and, having discovered a 
physical law, he ever after conforms to it, regardless of custom or 
precedents of the past. 

There is a sense in which all truth must be discovered by each 
individual before it becomes truth to him in any vital sense. 
I left school when I was eleven years old; it being an ungraded 
country school where the same teacher taught the A. B. C.’s and 
cube root. I lad a smattering of the higher mathematics, but to 
me they were meaningless. Many years later, I was suddenly con- 
fronted with necessity of placing in the plate mill at Homestead, 
rolling orders for plates for a large tank; the only information 
given being the dimension of the tank. For a time I was stumped, 
as I found that the different plates had to be figured in detail, and 
on some I had to find the hypotenuse from the base and altitude. 
Some dim recollection of this simple problem in geometry still 
lingered in my mind, and by getting out my old school-books, I 
finally mastered the problems and laid out the plates. When I 
had finished and found that the hypotenuse as figured, actually 
corresponded to the dimensions as laid out to scale, I had a 
new appreciation of plane geometry, and was so elated that I 
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felt that I had discovered some of its principles in as real a sense 
as old man Euclid himself. 

This rediscovery of truth is experienced by nations as well as 
individuals; as an instance, Columbus discovered America in 1492, 
but Germany did not discover America until 1918. Does it not 
seem strange to you that we of this twentieth century, the heirs of 
all the wisdom and experience of past ages, should be discussing 
what seem to me ought to be recognized as the very elemental 
laws of human relationship? 

The greatest advance ever made by the human mind was the 
recognition that the entire material universe is in the grip of 
unchangeable law. We are not always conscious of this, but a 
little reflection reveals to us the fact that every motion of the 
tiniest speck of dust floating in the sunbeam is subject to and in 
harmony with, exactly the same laws of gravitation and motion 
which hold the planets in ‘their orbits. Since Copernicus con- 
firmed the speculations of the old Greek philosophers, and New- 
ton and Kepler solved the riddle of planetary motion, the advance 
in knowledge of the laws governing physical phenomena has been 
stupendous. But when we leave the realm of the physical and 
enter that of the psychical, we find that very few accepted land- 
marks have been established, and that in our knowledge of the 
laws of human relationship, we still see “as in a glass darkly.” 

I believe that there are fixed irrevocable laws of human relation- 
ship, just as there are laws of chemical relationship and of motion, 
and that if it were possible to obtain a detached and accurate 
view of the progress of the human race over a sufficiently long 
period, the operation of the evolutionary processes would stand 
out as clearly in human affairs as they now stand revealed to us in 
the material universe by the chemists’ laboratory and the astron- 
omers’ instruments. I believe that the attempt to ignore these 
laws brings its inevitable penalty to the individual, the family and 
the race, just as surely as the attempt to ignore a physical law. 

Thinking men of all ages have recognized the need of estab- 
lishing society on principles of justice and equity, however much 
they may have differed as to the definition of such principles. 
Plutarch is a prolific source of information as to the laws and cus- 
toms of the old Greek and Roman republics. I recommend you to 
read his Lives and in reading, notice how often these old civiliza- 
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tions had to deal with problems which, in our provincial thinking, 
we have considered peculiar to our modern times. 

Oliver Wendell Holmes, in one of those inimitable talks at the 
Breakfast Table, speaks of being able to see enough of the are of 
some persons’ character in five minutes’ conversation, to calculate 
from it their entire mental orbit. Even 5,000 years of the recorded 
history of mankind would not seem to have furnished an arc long 
enough to determine the true orbit of the human race, and from 
it the laws of its evolution, if we were to judge from the history 
of the last four years and from some conditions still strongly 
entrenched in our modern life. 

I believe that the line of true progress is in the direction of 
democracy. I have a keen appreciation of its inefficiency in 
operation, but I believe the remedy lies in more democracy. A 
celebrated English statesman and essayist once said: 

There is only one cure for the evils which newly acquired freedom produces; 
and that cure is freedom. When a prisoner first leaves his cell, he cannot bear 
the light of day, he is unable to discriminate colors, or recognize faces. But the 
remedy is, not to remand him unto his dungeon, but to accustom him to the rays 


of the sun. 

The blaze of Truth and Liberty may at first dazzle and bewilder nations which 
have become half-blind in the house of bondage. But let them gaze on, and they 
will soon be able to bear it. In a few years, men learn to reason. The extreme 
violence of opinions subsides; hostile theories correct each other. The scattered 
elements of Truth cease to contend, and begin to coalesce; and at length, a sys- 
tem of justice and order is educed out of the chaos. 

Many politicians of our time are in the habit of laying it down as a self- 
evident proposition, that no people ought to be free till they are fit to use their 
freedom. The maxim is worthy of the fool in the old story, who resolved not to 
go into the water until he had learned to swim. If men are to wait for liberty 
until they become wise and good in slavery, they may indeed wait forever. 


I believe that there is a great fundamental law of human prog- 
ress, and that that law is Human Brotherhood. This idea can 
best be expressed by the word—‘‘democracy.”’ Louis F. Post, in 
his Ethics of Democracy says: 


There is no social problem so intricate, no labyrinth of political affairs so con- 
fusing, that its ethical difficulties cannot be overcome by submission, in good 
faith, to that great moral principle. This is no pious platitude—it is a recog- 
nition of the fundamental law of social life 

The true gospel of social regeneration is this—“‘I am not my brother’s keeper: 
but I am bound to respect and conserve my brother’s rights.” 
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The one clearly defined issue which seems to run through all 
history is the eternal, irrepressible conflict between autocracy and 
democracy. And now, America—the hope of a world grown 
weary with this ancient conflict—is facing anew the problem of the 
ages. How will she answer it? This is the theme to which I 
wish to direct your thoughts and I desire to say to you frankly, 
that I expect to raise some questions to which I have not been 
able to find completely satisfactory answers. 

Let me quote a recent poem by E. E. Miller: 


Tue QuesTION oF ALL TIME 


Beside the road of time the gaunt Sphinx lay 
Half buried in the dust of cities dead. 
A mighty nation came with ringing tread; 

The monster rose; the traveler stood at bay 

And heard the riddle: “‘ What is there to say 
When idlers feast and toilers lack for bread?” 
No answer came; a struggling gasp instead 

Told that the Sphinx had clutched another prey. 

Empire on empire fell, the question still 
Unanswered, and to-day our young land hears 

It asked. She hears; her lips half apart with will 
To speak; yet she is silent and appears 

To halt in sudden doubt ’twixt two replies— 

Still closer draws the Sphinx with baleful eyes. 

My grandfather landed in Philadelphia in the autumn of 1830. 
He had come, in advance of his family, to see if America really was 
the promised land of which he had heard. He rode on horseback 
to Pittsburg—the journey requiring fourteen days. After spend- 
ing some months in the Ohio Valley, he started back to Philadel- 
phia on horseback in the depths of winter and suffered severe 
hardships in the crossing of the unbridged streams. I have had 
occasion in the last thirty years to take this journey hundreds of 
times over practically the same route, and the picture of my 
grandfather has often been in my mind as I looked out of the car 
window of the Pennsylvania Limited. 

Not long ago, while thinking over some of the problems we are 
discussing, I tried to picture what he would have thought if he 
could have foreseen the changed conditions in which his grandson 
would live. Let us suppose that he could have foreseen that in 
these Jatter days the journey from Philadelphia to Pittsburg, 
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which he made with such toil in fourteen days, would then be made 
in ten hours in luxurious ease. That the ox-team, turning a single 
furrow would be displaced by great tractors which would drag a 
dozen plows and plow up an acre in seven minutes; and that, when 
the grain was ripe, it would be reaped, bound, threshed and sacked 
by mechanical power, so that one man’s labor would be equal to 
that of fifty men of his time. That instead of the slow hand- 
process of carding, spinning, and weaving of cotton, wool, and 
flax, great mills would be filled with power machinery that would 
multiply the product of man’s labor a hundred fold. That all of 
the crude appliances of his time would be superseded by the 
marvellous labor-saving devices with which we are so familiar. 
What would have been his conclusions as to the state of society 
in which his grandson would be privileged to live? Would he 
not have been justified in looking upon it as a Golden Age—an 
age in which the curse of poverty had been finally overcome? An 
age in which no honest man, willing to do his share in the com- 
munity life, need ever have any apprehension of want for himself 
or his family? Has such a state been realized? If not, why? 

Justin McCarthy, in his History of Our Own Times, tells of the 
horrible conditions under which women labored in English coal 
mines, when the seam of coal was so thin that they had to crawl on 
all fours for fourteen to sixteen hours a day, dragging after them 
the trucks loaded with coal. And this condition existed in the 
enlightened reign of good Queen Victoria. 

I remember on my first visit to London, looking out of my hotel 
window early one morning in May and seeing a crowd of outcasts 
waiting for the park gates to be opened, so that they could get in 
and throw their exhausted bodies on the damp grass. They had 
wandered the streets all night, and this was their only place of 
rest. I was informed that in London, on one night, as many as 
35,000 homeless men, women and children have walked the streets 
—of whom it could be said, as was said of another outcast—*‘he 
had not where to lay his head.” And this condition was in the 
reign of good King Edward, and in the richest capital in the world. 

Four years ago, in February, 1915, as I sat down to breakfast, 
I opened the New York Sun and saw two headlines on the front 
page which made a lasting impression on my mind. At the upper 
left-hand corner, was the announcement that a well-known 
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American business man had bought four pictures for $250,000 
each, or $1,000,000 in all. At the upper right-hand corner on the 
same page, was the announcement that about 2,000 men, women 
and children had stood in line the previous night in the cold rain, 
to receive from the hand of charity a roll and cup of coffee, to keep 
them alive till morning. And these were not vicious men and 
women, outcasts from society, but working-people unable to obtain 
employment. You will recall that this situation was so serious 
that Mayor Mitchel appointed a committee of prominent New 
York citizens of which Judge Gary was chairman to deal with this 
question of unemployment. Incidentally, I might remark that 
while Judge Gary was wrestling with the problem of unemploy- 
ment in New York, a large proportion of the men employed by his 
company were working twelve hours a day and are still doing so. 
As Louis F. Post says in his Ethies of Democracy: 


Though wealth is abundant, and wealth producing power emulates Omnipo- 
tence—degrading poverty, and the more degrading fear of poverty, are distin- 
guishing characteristics of civilized life. Instead of lifting all to better conditions 
of opportunity, man’s triumphs over the forces of nature, enormously enrich a 
few at the expense of the many. 

They have done little to increase the comforts of the toiling masses, even 
absolutely, but much to diminish their comforts relatively; and industrial liberty 
they have almost destroyed. 

The gulf between riches and poverty has not been filled in; it has been widened 
and deepened and made more of a hell than ever. So dreadful is the poverty of 
our time felt to be, that it has inspired us all with a fear of it—a fear so terrifying, 
that many more good people than would like to acknowledge their weakness, 
look upon the exchange of one’s immortal soul for a fortune, as very like a bargain. 


The Declaration of Independence proclaims as the inalienable 
birthright of every human being, the right to “life, liberty, and 
the pursuit of happiness.” I would like to amend the last expres- 
sion to read——“‘the attainment of happiness,” or, at least, a reason- 
able opportunity for its attainment. 

James Mackaye has said, ‘Everywhere we are taught that life 
is sacred, that liberty is sacred, but where are we taught that 
happiness is sacred?”’ And yet, it is only because of their relation 
to happiness that these other things have a trace of sacredness. 

You may be surprised to have me name as one of the causes of 
social unrest in‘our day the modern factory system, which we are 
accustomed to hear extolled to the skies as one of the most notable 
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evidences of our progress toward a higher civilization. I confess 
approaching this subject with a good deal of hesitation, because 
it is not easy to reason this problem to a satisfactory conclusion. 
It is my earnest belief, however, that the man who, day after day, 
for the best years of his life, is a mere cog in the complex organiza- 
tions which go to make up our modern factory system, is bound, 
in spite of himself, to be stunted mentally, morally and physically 
by the dreadful monotony of his task. I have in mind such opera- 
tions as wire-nail factories, where, amid the ceaseless deafening 
din, a man stands tending automatic machines pouring out an 
endless stream of nails. How much pride of achievement can be 
associated with such a task; or, even worse, with the tasks in the dust 
laden, lung destroying textile, cement, acid, and fertilizer works? 

The village blacksmith of our fathers’ days, who would shoe a 
horse in the morning and make a chain or build a wagon in the 
afternoon, was a better all-round citizen than the man who stands 
all day shut out from sunlight and fresh air, feeding some auto- 
matic machine, in the product of which he can have little pride. 
And this is not because the old-fashioned blacksmith was inher- 
ently a better man, but because of the inevitably narrowing 
effect of modern factory work. 

I believe this very thing of which we are so proud is full of 
menace to our civilization, and that there was more of the joy of 
living among the rural population of a century ago than among 
a large proportion of the factory operatives today. The most 
important raw material of our factories is never mentioned in their 
system of accounting, namely, human lives and characters, but the 
finished product is made up of these elements just as really as of 
wood or steel or cotton. Cheap factory products would seem to 
be a vital necessity to our civilization, but if in producing them we 
are debasing our manhood and womanhood—yes, and O, the pity 
of it, that we must include our child workers also—we are paying 
a fearful price for them! 

In the mechanical arts, the world has progressed more in the 
past century than in all previous recorded history. If George 
Washington could have invited the Pharoah of the Exodus to 
visit his plantation at Mount Vernon, he could not have shown 
him any advance in the art of agriculture over his own time; and, 
with the exception of gun-powder, printing and the telescope, he 
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could have shown him little or no advance in the mechanical arts. 
The steam engine, the cotton gin, the spinning jenny, the power 
loom have revolutionized human life since then. 

Most of the marvellous advances in applied science have been 
made in the memory of men still living—such as the sewing- 
machine, telegraph, telephone, phonograph, electricity in all it 
branches, internal combustion engines, dynamite, airplanes and 
submarines. In view of this wonderful acceleration in material 
progress, we should not be surprised to find a tendency toward a 
similar progress in the domain of human relationship, which, in 
some of its aspects, is as startling as were some of the inventions 
I have mentioned. 

It is the tendency of the average business man to mistake mere 
inertia for true conservatism, and it is a sad comment on the 
power of inertia in human affairs that great advances in the science 
of human relationship seldom are achieved as the result of calm 
reasoning, but usually under the pressure of dire necessity or public 
danger. An English statesman once said that the British Par- 
liament had enacted many just laws, but that it had enacted very 
few because they were just. 

Many wonder at the social unrest which is so much in evidence, 
but as I contemplate recent history my wonder is not that men 
have become aroused, but that they were able so long to remain 
quiescent under such conditions. As Mr. Gompers recently 
stated, the Bolsheviki are not all to be found in the ranks of labor. 
While I am not able to follow Mr. Gompers in all of his conclu- 
sions, I do agree with him most emphatically in his statement that 
in our free America, the day of the autocratic employer has passed; 
never, I hope, toreturn. I subscribe to the doctrine that human 
labor is not a commodity in the ordinary sense of the term. When 
a man, or a number of men, for their own ends create a great indus- 
trial unit, they assume an obligation toward the human elements in 
that unit, and through them to society in general, which cannot be 
cancelled or arbitrarily suspended. 

In a completely natural society, every man by reason of close 
and continuous contact with land and other natural resources 
would be an independent, self-sustaining unit. When a man has 
left this natural-condition, whether voluntarily or otherwise,’ and 
has become the servant of another man, or other men, he has given 
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up a natural right, and his employer has assumed an equivalent 
obligation. The fact that neither the employer nor the employe 
has been conscious of this exchange and that both may have acted 
from purely selfish motives, does not alter the elemental fact, which, 
in the great national aggregate, constitutes the big unanswered 
problem of modern times; the elemental fact that is at the base of 
all social unrest. . 

The saying—‘*Taxation without representation is tyranny,” 
epitomized the sentiment back of the American Revolution. 
Whether money is taken from a man by unjust taxation, or with- 
held from him by an unfair wage system, the principle remains 
the same. Lincoln, in one of his famous debates with Douglass, 
said, “A house divided against itself cannot stand; this nation 
cannot continue to exist half slave and half free.” 

Political thinking has advanced with tremendous strides since 
then, so that as a result of the war with Germany, the nations seem 
ready to say, “This world cannot continue to exist half democratic 
and half autocratic.” And while this is true in the domain of 
politics, it is no less so in industry. Our past history is full of 
instances where men in control of large aggregations of capital 
have been guilty of grave abuses against the public welfare and 
against the most elementary principles of morality. These 
autocrats of capital have been partly balanced (whether as an 
effect or a cause, would depend upon your point of view) by 
equally autocratic and irresponsible labor leaders, who have not 
hesitated to use force in its vilest forms in order to win their ends. 

I do not unreservedly denounce the use of force, as to do so I 
would have to include in such a sweeping condemnation, some of 
the noblest of mankind, who, as a last resort, and to redress just 
grievances, have not hesitated to use it. But this, which should be 
reserved for the holiest uses, has been prostituted by labor 
demagogues to achieve the most trivial ends. The only way out 
of this senseless conflict between capital and labor is for employers 
to realize that the day of Industrial Democracy has dawned, and 
that “ The Establishment of wage rates and other conditions of em- 
ployment without representation is tyranny.” 

Much has been done by benevolent employers to improve work- 
ing conditions, but however conditions may be improved, the 
right of the workmen to collective bargaining must be recognized 
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as a legitimate outgrowth of American ideals. The individual 
workman, dependent on his own strength and resources, cannot 
hope to bargain on equal terms with the corporation. If he cannot 
do so, and is debarred from association with his fellow-workmen, 
he is no longer a free man but a serf: and the serf has no place in the 
future of America. 

Many years ago, a noted steel man was asked which was the 
most important factor in his business—labor, capital, or manage- 
ment. His reply was in the form of a question: “Which is the 
most important leg on a three-legged stool?’’ While the above 
conclusion as to the equality and interdependence of these three 
factors has been generally accepted as a theory, in very few 
instances has it been given practical effect. 

I believe that the greatest task to which American employers 
must address themselves is the devising of practical ways in which 
labor can be given the full recognition to which, as an equal part- 
ner, itis entitled. I make this statement with absolute confidence 
in the fairmindedness of the American workingman, when he is 
fully informed and is entirely free to act. If I did not have this 
confidence, I should despair of the future of our free institutions. 
I believe that one of the first steps necessary to inspire the work- 
men with confidence in the sincerity of the employers’ recognition 
of the proper status of labor, is the adoption of a fair system of 
collective bargaining. I am glad to say that the company with 
which I am connected has recognized this right, and has estab- 
lished what I believe to be the most democratic system of col- 
lective bargaining which has ever been devised. 

I do not wish to be understood as predicting that this is going to 
bring in the millennium. The most perfect system must be 
administered by men with human frailties, and mistakes of judg- 
ment will, no doubt, be made on both sides. However, as Presi- 
dent Wilson once said, I am more interested in the direction in 
which a man is facing than in his rate of progress, and I am sure 
that we are at least traveling in the right direction. Some of you 
may ask what is to become of the sacred freedom of contract under 
such a system? I answer: the same thing which has happened 
to many other seeming natural rights which the individual has 
sacrificed for the common good. 

Consider, for a moment, the natural rights which you have 
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resigned as compared with the residents of Philadelphia only two 
or three generations back. Can you imagine some doughty indi- 
vidualist of those days submitting suddenly and gracefully to all 
of the laws and ordinances of the municipality, the state and the 
federal government, to which you give not only obedience but 
assent also? Would your great-grandfather have tamely sub- 
mitted to compulsory vaccination, to restricted child-labor, to the 
haughty traffic policemen and your one-way streets; to all of the 
restrictions on personal liberty which you recognize as essential 
to the common good? None of these questions can be answered 
separate and apart from the problems of our complex civilization. 

I also believe that as a further natural development of demo- 
cratic ideals, systems of profit-sharing with employes must be 
worked out and adopted. One of the earliest records we have of 
the employment of one man by another for wages, is that of an 
Arabian Sheik, who employed a young man to care for his flocks, 
It is interesting to note that while at first he was a mere hireling, 
the relationship eventually changed into one of profit-sharing. 
I refer to the story of Laban and Jacob as recorded in the XXX 
Chapter of Genesis. If you look this up and find that the em- 
ploye put one over on his employer, I hope you will not on that 
account condemn the principle. 

No system could be devised which would be applicable to every 
industry, but this basic principle would be common to all. Capi- 
tal can with reasonable care be invested so as to return, say 5 
per cent, with little or no risk to the principal. Where it is in- 
vested in a business where risk of depreciation or loss of the prin- 
cipal is a constant factor, as it is in most industries, it should have 
the first call on the profits to an amount in excess of 5 per cent to 
cover fully this risk. This percentage would, of course, differ 
widely, from that of National Bank stock up to manufacture of 
explosives. If I were asked to suggest a tentative plan for the 
average well established steel company, I Would first give the 
stockholders 10 per cent on their stock and divide the surplus over 
this amount equally between the stockholders and the employes, 
including the management. 

In other words, capital, management and labor are each entitled 
to wages at current rates, and to a sufficient share of the profits to 
insure permanency. Capital, under the example cited, would 
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receive 5 per cent as wages and an additional 5 per cent as insur- 
ance. Management would receive salaries which, presumably, 
would be large enough to enable each person to avail himself of 
modern life, accident and health insurance. Labor would receive 
wages at current rates and would be insured by the Workmen’s 
Compensation Law, maintained by taxation of industries. After 
the payment of these wages and insurance, the remaining profit 
should be divided equally between capital, on one hand, and man- 
agement and labor, on the other. 

And now, in conclusion let me ask: In what spirit shall we 
deal with these problems? In that of class consciousness, or in 
that broader spirit of human brotherhood which is so gloriously 
set forth in the writings of the lovinghearted Lincoln—*“* With 
malice toward none—with charity for all’’? 

Herr Ballin, one of the wisest of the former counsellors of the 
kaiser, in a recently published letter, ridiculed the idea that 
Americans as a nation were Mammon worshippers, and expressed 
the opinion, based on long years of close business association, 
that we were on the contrary, above everything, a nation of 
idealists. That this has been true in the past, we need only to 
point to the Civil War, waged for the great ideal of human freedom; 
to the part we played in the Boxer Rebellion, in returning to China 
our share of the indemnity exacted from her; to the Spanish War, 
waged to end the intolerable conditions in Cuba, and to establish 
her as a self-governing nation; and, lastly, to our part in this 
great war in defense of civilization in which we engaged technically, 
perhaps, because our legal rights were violated, but in fact, because 
we recognized that it was a death struggle between autocracy and 
democracy and one in which the leading democracy must play a 
noble part, or be forever put to shame. 

In this holy war, in which the ideals for which America stands 
have been so gloriously triumphant, the sons of employers and 
workmen have marched shoulder to shoulder, and many of them 
sleep together today in the same patriotic graves in the soil of 
France, hallowed by their sacrifices. Let us, in the same spirit 
of brotherhood, grapple with the problems of peace and help to 
usher in the dawn of an Industrial Democracy, which will give 
fuller recognition to the thought expressed by Burns: 


The rank is but the guinea stamp, 
a man’s a man for a’ that. 
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What constitutes a state? 

Not high-raised battlement or labored mound, 
Thick wall, or moated gate; 

Not cities proud with spires and turrets crowned; 
Not bays and broad-armed ports 

Where, laughing at the storm, rich navies ride; 
Not starred and spangled courts 

Where low-born baseness wafts perfume to pride; 
No. MEN! high-minded men— 
Men who their duties know, 

But know their rights, and knowing, dare maintain. 
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The Drift in Industry 


By Josern E. Conen 
Compositor, Weber Printing Co., Philadelphia, Pa. 


(| HE aims of the plant can be summed up in a single compre- 

hensive sentence: ‘To serve as an integral part of modern 
industry. Such a mandate implies relationships of three kinds, 
namely, toward other employers, toward employes and toward 
society as a whole. . 

What can the relationship toward other employers be today? 
Dealing with American industry as it is commonly conceived to 
be, what possible relationship of anything like mutuality can be 
effected among employers? It would seem, none. For industry 
in this country is taken to be an organization of unrestricted com- 
petition. It is spun into our organic concepts of political prin- 
ciples and woven across our industrial fabric. We are wont to 
glory in what is nothing less than studied individualism, in a land 
of supposedly boundless opportunities, wherein he who asks for a 
handicap of assistance or he who cannot survive the flood, is 
regarded as the necessary victim in the process of weeding out the 
unfit. With such possibilities assured, as are thought to obtain 
here, no one in the struggle for industrial life is expected to ask 
for quarter or to give it. 

There still ring in our ears the campaign cries of a few short 
years ago: Bust the trusts. We may even recall what a feeling 
of satisfaction settled down upon the exponents of the Man- 
chester school among us when the Sherman Anti-Trust Law was 
passed. We have rather taken it for granted that competition 
would always be with us. Competition was accepted as the life 
of trade, until trade became the death of competition. But how 
reluctantly, even at this late hour, do we acknowledge the fact? 
In spite of the absolute trustification of all important industries, 
we imagine that the Sherman law still operates, through the 
interpretation read into it by the Supreme Court, when it differ- 
entiates between “reasonable” and “unreasonable” monopolies 
in restraint of trade. And imagining that copy book maxims 


receive a hearing in the mad chase after dollars, we console our- 
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selves with the suggestion that there are “good” trusts and “bad” 
trusts. By a peculiar twist made in our thinking process, we 
reconcile the laying of tariffs, granting of subsidies and passage of 
protective legislation, as in some mysterious way compatible with 
our theory of competition. They are not reconcilable. Indus- 
trial evolution is scrapping the laissez faire platitudes. 

If we were constituted to welcome a revolutionizing of our 
theories, when it answers the test of wholesomeness, then there 
should have been such a revolutionizing as a result of the experi- 
ence of our country in the war. For over the head, and thrusting 
aside the whole spirit of the Sherman law, comes the proposal to 
permit and underwrite combinations of American capitalists to 
handle export trade. Only a confirmed hairsplitter would insist 
that the door of combination be kept closed for domestic trade, 
while opened wide for foreign business. 

Moreover, when the war came to America our government 
found it necessary, first having obtained the authority to do so 
from Congress, to substitute an administration of industry for our 
political management of men. The running of industries essen- 
tial to the conduct of the war was practically taken over by 
various bureaus at Washington; also the control of prices, raw 
material and finished product. For the first time it was assumed 
that industry as a national enterprise could not be conducted 
planfully and scientifically, unless there were a mind at the head 
of it, an intelligence of centralized effort such as would operate 
our whole industrial process as a unified whole, having regard for 


nothing so much as the ordering of our economic life and the: 


security of our national being. Production was carried on for the 
direct purpose of supplying the market whose dimensions were 
measured and proved. There was the fear of neither underpro- 
duction nor glut in any branch; we were not to have the spectacle, 
so common in the past, of being offered too many shoes when we 
needed wheat. 

But when the war ended, the industrial mechanism built at 
Washington, which was functioning so well, folded its tent and 
silently stole away. We were expected to go on as though, like 
the Bourbons, we learnt nothing and forgot nothing. The ghastly 
trail of the calamity which befell the world was to yield us no 
lesson that would lift our industrial cart out of the individualistic 
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rut it had been accustomed to follow. We were to be as we were 
before. 

But all a war, or for that matter a revolution, does is to bring to 
a head tendencies which have been already gathering. In the sud- 
den upheaval, in the unexpected flash of light, we are apt to assume 
that entirely unwarranted phenomena are taking place. This is 
not always true. Possibly we shall even come to see, when we 
can take a historical perspective of what we have gone through, 
gained and lost in the last four years, that the world would have 
undergone in about the same time equally fundamental changes, 
industrially and socially, had we missed the war. And we may 
have had our evolution in a finer way. 

That is to say, we had long since been steering into trustifica- 
tion and monopolization. However much we might blink the 
fact, when the first employers’ association was formed there could 
be no outcome but “‘gentlemen’s agreements” to distribute raw 
material, place the output, fix wages and prices, eliminate dupli- 
cation, dispense with unnecessary advertising, wipe out other 
waste, and secure friendly as well as prevent hostile legislation. 

Then, too, as business flourished, as the profits kept rolling in 
always in bigger heaps, as they begged and pleaded to be disposed 
of in enlarging the business or sugaring allied enterprises, it was 
inevitable that a single corporation, or a small group of corpora- 
tions, would hold in their grasp the larger share of an industry’s 
activity, and that such power would be bound, under our under- 
standing of business ethics, to be used with scant consideration 


- for the welfare of employes or the general public. Our reckless 


individualism was changed into rampant, large scale industrial 
cannibalism. 

All the king’s horses and all the king’s men cannot restore com- 
petition. Itis dead. Employers’ organizations are here to stay. 
Permeating the upper class is a consciousness of kind that must 
now be accepted as a basic fact in our social life. Our industrial 
plant, if it is in step with the marching battalions, will find its 
work as a necessary part in the whole industrial process of the 
country, coming more and more clearly to be recognized as one 
process. And beyond this is international organization of the 
markets of the whole world, put through by the representative 
men of modern industry in the better developed countries. 
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So much then by way of fixing the status of employers toward 
each other. What now of the relation of the employers toward 
their hired men and women? 

The idea which customarily obtains among employers or, let 
us say, but recently obtained, is that labor, like other commodities, 
should be bought in the cheapest market and should be expected 
to render the utmost service for whatever wage is paid. Labor 
power was considered as more or less of an inanimate thing, 
entirely divorced from the person of the possessor, with no more 
sentimental attachment than exists, say, between a fisherman 
and the day’s catch he is trying to dispose of. The individual 
workingman was supposed to offer his power to create wealth 
entirely apart from his procedure as a human being and entirely 
without regard to what any other workingman might do. The 
whole arrangement was to be a barter of equal values between 
the single employer and the single worker. 

That explains why collective bargaining and recognition of the 
trades union were fought so bitterly. And it explains, by the 
same token, why the worker holds to these principles so tena- 
ciously, until now they are coming to be generally accepted. He 
has learnt by uniform experience, that standing alone he is help- 
less. His thin reserve of savings, if he have any, is pitted against 
the employer’s fortune and banker’s aid and the employers’ 
association. It is an altogether unequal struggle. The worker 
almost invariably loses. 

The employer likewise paid for his obstinacy. He had to con- 
tend with constant derangements, the uncertainty of the plant 
running at all through the succession of strikes and lockouts, 
breaking out here and there, in the most unexpected directions. 
He faced continual disruption. The workers not only had no 
interest in the plant; they regarded the employer as a hard task- 
master, their sworn enemy, who swung the whip of hunger and 
against whom any retaliation was fair. 

Only slowly did collective bargaining meet with favor, as a 
possible stabilizing factor in industry. For industry itself is not 
stable; it is in motion all the time. The organization of large 
bodies of men into unions means the lessening of petty strikes. 
Mutual agreements become easier to make when each side knows 
the strength of the other. Labor leaders feel the responsibility 
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of the large armies they lead; they are conservative, rather than 
radical, as a consequence. Instead of a regular patter of trivial 
troubles, there are a few but decisive contests. 

The reason collective bargaining is not turning out to be a 
panacea for labor troubles, is because the very consciousness of 
solidarity among the masses is creating a new sense of dignity in 
the ranks that is nothing less than an elemental religion. More 
often than heretofore, there are sympathetic strikes and general 
strikes, not for economic causes, but for social consequences. 
Whereas the contest of an individual craft organization may be 
regarded as purely selfish, in the later development the immediate 
concern of the organization is sacrificed for the benefit of others. 

Of course, employers not at all involved in the point at issue 
are alike victims with their men, for the sake of the larger stake 
involved. The men do not halt at this, because they are on a 
crusade. Heretofore they have hardly had a sense of their impor- 
tance in society. They did not know what part they personally 
played in the industrial process; they had no interest in their 
product; they were kept in ignorance as to the various parts of 
the industrial mechanism; they worked only for the pay they got. 
When the week’s work was done, their connection with the job 
was severed. They thought of most anything else. 

The war altered this to an extent. “‘The armies back of the 
lines’”” counted. In the munitions, shipping, war material and 
other essential industries, the workers saw vividly enough the 
interrelationship between their work and the conduct of the war. 
That relationship was most intimate. 

It is this experience of labor as labor in the war, together with 
the marvelous spread of organization which has followed the war, 
that is giving the worker the new confidence in himself and his 
fellows. The general strike is, therefore, on the order of the day. 
It is something of a known, as well as unknown, quantity. It 
may be expected to appear at frequent intervals. It will have to 
be dealt with. 

This same confidence and sense of solidarity is working around 
to the assuming of a different attitude by the worker toward his 
job. He is willing to cultivate the acquaintanceship of the plant. 
He would like to know much more about it. To be sure, this is 
not from altruistic motives, seeking only the good of the employer. 
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It is not even what the employer, in America especially, is pre- 
pared to have. He rather resents it. He is willing to conduct 
his business as a private matter. 

In England, however, the new attitude is catching hold of every 
industry. Through the Whitley Councils, the men have before 
them the financial information of the plant and the industry as 
a whole, and the dealings between employers and employes is 
upon the basis of the open books before them. There was hardly 
a hint of this in the adjustments of the War Labor Board here, 
which took into consideration only the prevailing cost of living 
as a foundation upon which wages should rest. But it was hint 
enough. It marks an epoch in industrial adjustments for the 
future. The day is near when labor in this country will ask that 
the employer lay all his cards upon the table. 

This brings us, quite naturally, to the question of the relation- 
ship of the plant to the public. Here we sail a still less charted 
sea. 

How has industry been conducted heretofore with regard to 
the public? All too frequently, the object of the industrial pro- 
moter is to produce an abundance of cheap wares, to flood the 
market, to undersell his competitors and clean them out. As 
accessories before and after the fact, there has been plenty of 
short measuring, adulteration and substitution, corrupting of 
agents and branches of the government, and the beating down of 
wages and conditions of labor; all for the end of selling at low 
prices. Goods were produced altogether for sale and profit, 
instead of for use and service. 

With the bringing of success, other motives entered into the 
operation of industry, some good and some bad. As a whole the 
aims actuating the promoter were elevated; it was found to be 
quite as profitable to make better goods and sell them for higher 
prices. It was also found that the cheapest paid labor is often 
the dearest as measured by the output. And it was found that 
industrial engineering proved the shorter workday to be more 
productive than the longer one. The employer revised his rusty 
economic maxims. 

But as capital grew in influence, as a result of its inherent power, 
that influence was brought to bear against labor by speeding up 
and such “Scientific Management”’ as wore the worker out more 
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quickly, and by even more arrogant disregard of the safety and 
concern of the public. The appetite for dividends grew by what 
it fed on; before the Napoleons of finance always loomed new 
worlds to conquer. All became fair in commerce as it is said to be 
in love and war. Commerce became war. 

The public had been bred to the idea that upon the success of 
business rested the prosperity of the nation. It was the “ Ameri- 
can idea,” coined by Henry Clay to popularize the protective 
tariff. What then could the public think and do? 

The attitude of the public toward business fluctuates between 
hostility and good will. On the one hand are the pure food laws, 
the measures for conservation of our natural resources, the legis- 
lation regulating the employment especially of women and minors, 
the general theory of using the police powers to safeguard the 
human factor in industry, the public service commissions and the 
readiness to pry into the affairs of any enterprise brought under 
suspicion, with a latent feeling that the enterprise will be consid- 
ered guilty until proved otherwise. On the other hand, from 
capital has risen the constant cry that it is being driven out of 
business. From our statisticians have come the data that this 
nation is wealthier than all the other first class powers combined. 

Our participation in the war, the taking over of the manage- 
ment of the railroads, telegraph and telephone lines by the federal 
government, as well as the creation of a shipping industry, brought 
home for the first time in actual shape the problem of further 
government ownership. It now hangs like a menace over the 
more prominent industrial combinations. Judge Gary, speaking 
for the Steel Trust, frankly faces it as deserving of immediate 
attention. Ex-Senator Pomerene openly charges that the rail- 
roads have refrained from sinking money into expensive improve- 
ments, because they regard nationalization as imminent, and they 
hope to be bought out upon their investment paper, and not the 
physical valuation of their property. We recall that Louis 
Brandeis, now Justice of the Supreme Court, easily won a recep- 
tive ear among the public when he declared that the railroads 
could be so run as to save a million dollars a day. We assume the 
government has proved its case against the big packers, and we 
are ready to have the nation exercise a greater measure of control 
over its food supply. The issue seems to be resolving itself as one 
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between the relative merits of government ownership as against 
government supervision. America is still keen for saving its 
national ingredient of individual incentive. 

At the same time a further human, as well as economic, realign- 
ment is taking place. The centralization of industry and power, 
the splitting apart of poverty from property, the swelling of for- 
tunes which the excess profits taxes did not reach, are making the 
industrial question more acute. It is becoming more apparent 
that the Great Unknown, the general public, is assuming tangible 
shape and breaking up into economic classes with recognized 
particular interests, often conflicting. Income and inheritance 
taxes of more pretentious proportions are levied and taken as a 
matter of course. The bounding cost of living brings about a 
community of feeling among that part of the public whose pur- 
chasing power is restricted. The farmers in the Middle West, 
the culture bed of American progressivism, organize the Non- 
Partisan League, have already won one state government, and 
enact a whole raft of legislation described as state socialism. And 
they promise more of the same. 

Beyond all that, the entrance of labor as a special factor in the 
war, in this war upon European soil, stirred it to an appreciation 
of national and international questions as never before. Labor 
now revalues former dynasties and diplomacy, and easily passes 
from a condemnation of political autocracy to an estimate of 
industrial autocracy. More and more, there is talk of industrial 
democracy. 

The great social fact of our time is this declaration of independ- 
ence by labor from its previous status as an inferior class. It is 
asking for a place of complete equality in industry and society. 
In America it is only on the verge of formulating its actual 
demands; it is in the stage of coming into consciousness of what it 
is striving for. It is bound by many ties to the old, while groping 
for the new. 

American labor is not following in the footsteps of English or 
Continental labor. It is going on a way of its own. Apart from 
its sense of confidence in itself as a factor in the war and national 
life, its psychology is fundamentally different. America has not 
been scarred by the war. Only among the boys who have seen 
actual service, according to General Leonard Wood, is there unrest. 
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The nation, as a whole, found work and comfort in the war, out 
of all proportion to the sacrifices and sorrows of the European 
peoples. Moreover, American labor is accepting work in a tight 
market. Our unemployment has not been considerable enough 
seriously to cut prevailing war wages. And the possibility of 
extensive emigration from America of alien labor may improve the 
situation here still more. 

We are, therefore, facing an entirely unprecedented national 
problem. The elements of uncertainty were never so plentiful 
or so powerful. What great trials are before us can only be 
conjectured; what critical moments we are about to go through 
may be imagined. We are in the travail of a thorough social 
readjustment. In contact with social forces of such magnitude 
that the possibility of giving human direction to them seems 
entirely out of reach, what can we say to those who would formu- 
late the aims of our industrial plant but this: So to conduct it 
efficiently and wisely, with such concern for the service of the 
public and self-expression of the workers, that come what may, 
its permanence is assured as indispensable to the welfare of society? 


On the Motives of Industrial Enterprise’ 


By B. Preston CLARK 
Vice-President, Plymouth Cordage Works, Boston, Mass. 


is to me a privilege to discuss briefly this subject of prime 

interest to us all. Because I am entirely sure that however 
much we might differ in methods, the main purpose of our lives 
is largely the same. There may be differences between us; there 
should be no antagonism. 

In approaching any such subject, our attitude is apt to be based 
on certain deep-seated beliefs, which have become part of our 
life and of our thinking. This is peculiarly true of the subject 
of this paper. Before we can reach any conclusion we must go, 
so far as we are able, to the root of the matter. We must be true 
radicals. For the true radical is, I think, he who tries to go to 
the root, rather than he who would ‘pull up the plant, root and 
all. So I will try to give my thought on four points. 

1. What the nature and the ultimate object of industry is. 

2. What the industrial struggle itself really is. 

3. What should be one’s attitude toward organized labor? 

4. Can industry be made democratic and remain efficient? 

What then is the nature and the object of industry? A genera- 
tion ago an industrial unit was conceived of largely as a money 
making machine, and this had been increasingly true for nearly a 
hundred years, as modern industrial units grew in size, and as 
their money making capacity was realized. 

The great business men of forty years ago believed that we 
must build immense industrial machines, and they were built. 
Huge, forceful, and yet necessary, as is every step in the world’s 
progress. But they met with unexpected obstacles in legislation, 
that crystallization of public opinion, and in the great labor unions. 
Many of them broke down on the human side. Sometimes the 
machines grew bigger than the men who ran them, and they 
smashed. Natural enough, for after all, the size of any industrial 
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unit is apt to be measured by the length of one man’s shadow. 
Many of them survived and grew in power. 

Today a new conception has arisen. An industrial unit is con- 
ceived of by some of us today, not as a machine, but as an organ- 
ism, something alive and growing, with a wise understanding, 
almost an instinct, for the newer industrial knowledge. This con- 
ception of an organism is valuable and suggestive, nor does it 
mean the elimination of that magnificent genius for individual 
leadership which has made American business what it is. 

For what is the law of life in an organism? Take the human 
body. The head, the hands, the eyes, must recognize each other’s 
value. They bandy no words as to class distinctions; and it is a 
primary fact of human consciousness that no part of the body, or 
indeed of any organism, can be damaged without injury to the 
whole. 

I need not make the application to industry, for you will already 
have made it yourselves. If the industrial unit is in its essence 
an organism, with mutually interdependent parts, then its ulti- 
mate purpose is self-evident. However little in the past this may 
have been recognized, it is yet true that that purpose is the highest 
development, physical, mental, moral and spiritual, of every per- 
son connected with the organization, through the accomplishment 
by that organization of its special social function in the most 
perfect possible way; and also and most important, some fair 
adjustment of the equities of those within the organization (its 
management, its workers and its capital) with the equities of the 
great public which it serves. 

Some incredulous spirits may say that this is not an accurate 
photograph of business today in America, and I frankly allow that 
we are far from the ideal. We in America are wonderful mechan- 
ics; we have learned some of the elements of industrial chemistry, 
but we are just learning the ABCs of the great social chemistry 
and the human values, through which some day the imagi- 
nation and the united good will of all the workers will joyfully 
contribute to the success of a business. It is true that we have yet 
far to go. But I also submit that we are not the only human 
activity which still sees its goal far above it. We partly are and 
hope wholly to be. 

My application to industry may sound novel, but in the thought 
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itself there is nothing new. It is as old as the world. From the 
dawn of humanity, to accomplish anything in life, two things have 
been necessary. ‘There must be the vision. The architect, the 
sculptor, the statesman, each one of these must have in his heart 
a picture of the splendid thing he means to create. But that 
vision will help the world not at all, so long as its exists in his 
mind alone. It must be made real in the stone, the wood, the 
marble. 

And in industry the vision of men and women, working happily 
and gladly under,right conditions, at something of use to the world, 
and in which they are themselves interested; such a vision, I say, 
must be made real through such wise humanity and keen intelli- 
gence as will result in the business maintaining itself industrially. 
Playing the game squarely and playing it hard, they would call it 
in the West. 

The best human accomplishment always has been and always 
will be, some vision of truth or beauty, transmuted into fact, 
through hard, sustained effort. Such is my thought of the essence 
and the purpose of industry, and so conceived it is of fully equal 
dignity with any art or with any science. 

For while the medium of the artist is wood, stone, marble, that 
of industry, rightly conceived, is human nature itself, with its 
lights and shadows, its heights and depths, its sunlight, its moon- 
light and its darkness; and always with capacities for the best 
which we never fully grasp. The uncommon quality of the com- 
mon man is a constant miracle. 

You may say, and you will say with truth, that industry has 
been, that it is indeed still, thought to be largely concerned with 
the making of money. But what is happening is this. Dr. Felix 
Adler saw and stated his conception of industry, which I have 
largely used, sooner than most of us, yet all over this country 
today, wise leaders of industry well know that in order to make 
money they must regard the human factor, that unknown quan- 
tity X on which so many businesses have suffered shipwreck. 

The men of the future see that industry and humanity are 
inseparable in any successful business, and well it is that this is so. 
It is as a practical business man that I speak, and not as a theo- 
rist. Let me say that in my judgment human nature is alike the 
raw material of industry, its finished product, and the means 
through which the process takes place. 
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Now let us turn for a moment to consider what this industrial 
struggle really is. Many good people never sense what it is all 
about. It has been of course a battle, and in the past, as the 
history of trade unionism shows, it has been too much a battle 
between classes. Hard fought and with varying fortunes, and 
resulting today in two enormous forces—organized labor and 
organized capital—striving, with an awful waste of effort, like two 
gigantic tug of war teams. 

Here again we must get a new conception, which comes with 
our increasing democracy. Class lines are being obliterated every- 
where. The robber baron has been put out of business by the 
ballot, the martyrs are no longer tortured, the slave has fought 
his way to freedom. Freedom, physical, religious, political, is to 
be the heritage of the world, though more slowly than many of us 
would wish. 

Today the fighting line of this great struggle for freedom is in 
industry, in the great workshop of the world, where most men and 
many women spend a large part of their waking hours. And this 
struggle, my friends, is increasingly, and because we are grad- 
ually becoming truly democratic, not between the classes. It is 
between the men and women of every class who stand for a broad 
and human sympathy, for a constructive democracy, and those 
darker hosts who through ignorance or through malice, would set 
class against class. The cleavage is vertical, not horizontal; and 
you will bear me out when I say that each one of us today finds 
allies, and each one of us finds opponents, in our own class, what- 
ever it happens to be, and in every other class. For no special 
group in the community has a monopoly of all the good or all the 
evil. Human nature as a whole can be trusted. It is the small 
minority, who play the game unfairly, who make the trouble for 
the rest. 

To think clear of class and with real democracy, is in my judg- 
ment a prime requisite in approaching any human question, and I 
wonder whether you find this as difficult to do as I do. 

To size up a man as a man, independent of those accidents by 
which our judgment is so apt to be affected, is far from easy. 
We habitually group people in our thinking. This is natural and 
proper, but our error lies in our believing this grouping to be fun- 
damental. Employers. Working people. These are hardly more 
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than catch words. The only human grouping which is funda- 
mental, the only one to which when we are at our best any of us 
wish to belong, is that which includes all who walk upon two feet. 

The ability in our thinking to pass freely over and through the 
barriers of class is of value, while inability to do so dwarfs and 
stunts a man’s thinking. 

The following story so well illustrates the limitation of purely 
class thinking that I must tell it. 

A tailor was standing listening to the thunder of Niagara, in 
the mist that drifts eternally below the horse-shoe falls, and his 
only remark was “great place to sponge a coat.” This story is 
not told at the expense of the tailor. It is told to help myself to 
remember how easy it is one’s self to illustrate the Chinese proverb 
that, ““A mouse can drink but his fill from the mightiest river.” 
That one can only get a pint into a pint pot. Or as Carlyle used 
to put it, “The eye sees in everything what the eye brings with it 
the power of seeing.”” And of the many things that cloud our 
vision, class thinking is one of the most insidious. 

Let us turn now from considering the nature and object of 
industry and the character of the industrial struggle, to organized 
labor. I approach this subject with a proper caution. 

Two men were hoeing in a field in Florida. To them comes 
running a small boy, excited and out of breath. Says the boy, 
“There is a man in the marsh over here drowning, won’t you come 
and help get him out?” The men stop and lean on their hoes. 
One of the men asks, “How deep is he in?”’ And the boy gasps 
back, “‘Up to his ankles.” The men start hoeing again, one say- 
ing, ““Oh, he will get out all right by himself.” But they quickly 
drop those same hoes, and run swiftly across the field to the marsh 
after the boy has said, “ Yes, but he’s in head first.” 

It is indeed easy to get into the position of that unfortunate 
man in approaching the labor question. 

I am neither for nor against organized labor. I am not indiffer- 
ent to it. I do not fear it. 

Organized labor exists largely because it has proved a practical 
expedient by which men could, through collective bargaining, get 
results in hours, wages and living conditions, which they had been 
unable to secure as individuals, and which they would, in a more 
ideal and human world, have secured as individuals. I would not 
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wish to see organized labor lose anything of that for which it has 
struggled so long and so hard, nor would I wish to see it weakened 
until working standards can be maintained by some other means. 

On the other hand, a condition like the present, where too often 
labor and capital are engaged in a gigantic tug of war, means great 
waste of effort, and of money or stored up labor. It is not an 
ultimate solution. Simply a milestone in the world’s history, and 
a very real and valuable one. 

I am in favor of a fair honest day’s work, but I am against any 
system which speeds up labor beyond what it can bear, by cutting 
the piece work rate, by long hours, or by too hard conditions. 
Equally am I against any system which sets a maximum day’s 
work which shall not be exceeded by anyone. The best American 
living conditions must be maintained, and a wage which will make 
such conditions possible for the workers. 

We must have increasing democracy in industry, but we must 
maintain leadership. Increasing coéperation between the em- 
ployers and the workers will, I believe, point the way toward a 
condition far better than the present struggle between organized 
labor and organized capital. 

Every employer who so treats his employes that they will not 
feel the need of organizing, will hasten this better day. Every 
employer who, by opposition or hostility, open or covert, to every 
form of collective bargaining or of shop committees, leads them, 
forces them to organize, has his face turned toward the dead past. 

Every labor leader who tries with vision to work in codjperation 
with the best employers, will hasten this better day; and every 
labor leader who by thought or act sets class against class puts 
this day back. 

In this matter of organization my belief is that‘if men are fairly 
treated, if the employer knows their desires and their needs, and 
meets them to the best of his ability, if there are not too many 
workers, so that he can keep really close to them, they are not apt 
to organize. In nearly forty years the working men with whom 
I have been closely associated have never organized. And at 
the same time I should never, and I have never opposed their 
doing so, should they feel like doing so. 

Before drawing my conclusions, I wish to say a word of the 
time in which we are living. It is a new world, plastic as at the 
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Creation. Someone said the other day, “It is the year One.” 
The war is, we hope, passing into history. .“‘The tumult and the 
shouting die, the captains, and [very especially] the kings depart.” 
And from this world struggle, two great human facts emerge, like 
mountain peaks in sunlight: the increasing power of the people 
and the value of human leadership. As these two powers combine 
or do not combine, so will the social structure in city, state or 
nation, be safe, constructive and beneficent, or dangerous, destruc- 
tive and explosive. Either is possible, one of them will become 
the reality. 

So the real task, the great adventure, is ahead of us. Like old 
John Paul Jones, we have just begun to fight. And what is it for 
which this country must work? It is for the same united will in 
peace that we had in war, and through which we did our part in 
winning it. Impossible, men say. But America has done the 
impossible in the past two years, and she will do it again, and yet 
again. And how shall we get that united will? 

We shall get it through fine leadership, sympathy, codperation. 
Coéperation, that factor in evolution which, as Prince Kropotkin 
has so well shown us, is at the last stronger even than the reign 
of tooth and claw. You are familiar, I know, with those wonder- 
ful contrasts he draws between the tiger and the reindeer, between 
the eagle and the ducks, between the carnivorous beetle and the 
bees and ants. In each case the creature which maintains itself 
by tooth and claw, is a rare creature, it occurs singly. In each 
case the harmless but coéperative race exists in hundreds, thou- 
sands, millions. It may well be that this is one of the lessons of 
the great war. 

Coéperation—its power is colossal! Out of these forty races 
that throng America, each with its own special and splendid gift 
to make to the life of this great nation, there will come such a 
welding together as the world has never seen. I have that faith. 
You have it too. 

We are at the last a unit, with a common future and with com- 
mon problems. On our mutual understanding depends the future 
of our nation. “United we stand, divided we fall.” These 
people, many of them so untaught and simple, many of them of 
the highest degree of intellect, and all so diverse, are very splendid. 
They make the bone and sinew of America. As one thinks of our 
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country today, he remembers what Abraham Lincoln said, that 
““God must have loved the common people very much, because 
he made so many of them.” 

I know and have always lived close to working people: this has 
been, I think, the greatest privilege of my life, and always my 
faith in them grows stronger. Never have they played me any 
mean trick, and the remembrance of their splendid loyalty and 
affection is always with ine. 

My conviction is strong that we do not need an American Labor 
Party. Such a party would in my judgment emphasize those 
class lines, which in industry and in life, we must work clear of. 
It would not be truly democratic; not in line to produce that united 
will which we need above all else. 

I have spoken of the cramping character of class thinking. 
That in us which rejoices because we are something or have some- 
thing that another human has not is about the meanest part of 
us; it lies at the root of pharisaism. Let me illustrate with the 
following story. 

When I was a boy, so many years ago that I would be ashamed 
to say how many, | saw at a circus a race of monkeys on ponies. 
I can see them now, tiny wizened creatures, each looking back with 
joyous and derisive grimace at the next behind, the last little 
monkey of all making an extra ugly face though it was directed at 
vacancy. That sort of attitude allies each one of us, should we 
ever indulge in it—which far be it from me to suggest that we ever 
do—more closely to our arboreal ancestors, than we are apt to 
realize. 

Class thinking is of the past. It is for each one of us to choose 
whether we shall look backward, like those monkeys, to those 
jungles from whence so long ago we came, or whether we shall, 
in faith and hope, and in a common comradeship, turn our faces 
forward whither we are bound. 

If my conception of an industrial unit is sound; if it is in truth 
an organism, then in any given concern the common interests of 
the workers and the employer far outweigh their opposed interests. 
The old argument used to be that if there were a dollar to divide, 
there must be a struggle between labor and capital as to the exact 
number of cents that would go to each. This simile is rather 
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street corner, and grasped in our joined hands are one hundred 
coppers, any struggle between us will surely result in some falling 
into the mud, to be recovered with difficulty, some perhaps going 
down the catch basin, not to be recovered at all. Net loss to us 
both. On the other hand, if we use our heads to see what we can 
together do with that dollar, it may easily become $1.10 or $1.25. 
That dollar may in fact become almost anything. It has the 
possibilities of fairyland under the magician’s wand. And I am 
not talking fancifully. It is sound, practical business. It is 
what actually happens. 

So any social alignment in America today, any crystallization, 
which emphasizes and strengthens class lines, is out of date. It 
runs counter to the nature of industry itself, as we are beginning 
to see it, it runs counter to those great tides of democracy against 
which anyone will pit his strength in vain. And, it would almost 
of necessity turn the thoughts of its members too much to the 
benefits which a single class might gain from industry, instead of 
leading them to see that the common welfare of all must be our 
real purpose. Such a party would simply invite counter-organi- 
zation, also along class lines. Still the thinking would be hori- 
zontal, outward. 

As I see it, what we must work for in industry is a genuine 
joining of forces, a fusing of the best leadership among all the 
groups, very especially among the business men and the leaders 
of labor, a tackling of the problems jointly. That sort of effort 
brings results every time; it sets forward democracy, without 
jeopardizing leadership. 

As I am almost as much of a westerner in feeling as I am a 
Massachusetts man, I know you will pardon my giving one illus- 
tration of the sort of result such a fusing of leadership may bring. 

Early in the war there was established in Massachusetts a 
commission with the chairman of our State Board of Labor and 
Industry as its head. Its other members were in equal numbers 
representatives of labor and of capital, who before being finally 
chosen were known to be mutually trusted by one another. 
The purpose of this commission was to decide that delicate ques- 
tion, when and how far our labor laws should be relaxed during the 
war, especially as regards the hours and conditions of labor of 
women and minors. In 547 cases passed on, we did not have one 
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I will go further, and say that in my judgment wherever class 
lines are ignored, and management is sound, you will find indus- 
trial strength. It has been my privilege to be connected with a 
mining company operating in Mexico. About ten years ago we 
went there. We have tried to treat the Mexicans as human 
beings. We told them that we did not believe the current legend 
that no Mexican was worth more than two pesos a day, that with 
us if a man did the work, he would fare just the same, whether he 
were American or Mexican, that in all ways we should respect 
them and their wives and families as we would our own. We 
went to it as a human proposition. The effect was prodigious. 

This attitude brought out the best there was in those people, 
and the best there was in us. For eight years and a half of revo- 
lution, under those southern stars, our mines and mills have never 
stopped. Today 7,000 men operate them, of whom 57 only are 
Americans, less than one per cent. Mexicans hold important 
positions all along the line. I could spend an evening telling you 
that story. How we have fed them, fought typhus and influenza 
with them, fought everything with them, and how they have done 
their part like men. ‘Two things I must say. After Vera Cruz 
we insisted that all our Americans leave Mexico. The properties 
were left in absolute charge of Mexicans for eight months. They 
stole nothing; they allowed no one else to steal anything; they 
operated the plants successfully, and returned them to us in as 
good condition as when our Americans came out. 

On another occasion $250,000 in bullion was stolen from the 
company. Our 6,000 miners of their own motion saw to it that 
that bullion was returned within twenty-four hours, and within 
forty-eight hours it was on a Ward Liner bound for Liverpool. 
Do you wonder that I trust them? 

I want to see leaders come out of the ranks of labor as well as 
from other groups, and I believe this will happen. The fable of 
the earth giant Antaeus is still true. Strength is at last in the 
people. But I believe that it is much more likely to happen if 
the best brains and hearts in industry, the men of vision and 
humanity—no matter to which group they belong—keep close 
together, keep in step, and thus learn from one another and learn 
to trust one another. 

Mackenzie King has said that in the past the relations of capital 
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and labor have been those of fear born of mistrust, that in the 
future, if industry is to serve humanity, they must become rela- 
tions of trust inspired by faith. He further says that the differ- 
ence between heathenism and Christianity is that the one is 
founded on fear, and the other on faith. This is worth remember- 
ing. It is fundamental. And the mutual faith will not be at all 
strengthened either by labor parties or by capitalistic parties, or 
by any parties with class as their basis. 

One other thought. Believing as I do that organized labor as a 
great conservative force should stand firmly today, I would not 
like to see it take a position which is more in line with the thinking 
of a generation ago than with that of the future. 

Let me say in closing that these views are not mine alone. 
Were they so I might hesitate to advance them. It was my 
pleasure to sit with Henry Endicott on many of his War Arbitra- 
tions, and thus to come into intimate contact with many leaders 
both of industry and of labor, and what I have tried to express is, 
as I have found it, the belief held in common by the wisest and 
most constructive, and let me say, the most successful men of 
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The Community Relationships of an Industrial 
Plant 


By J. C. Heckman 
Consulting Engineer, Larkin Company, Buffalo, N. Y. 


HILE a general appreciation of the fact has been slow in 
reaching many industrial managers, it is scarcely open to 
argument that one of the greatest, if not the greatest, assets of 
any industry is a personnel of thoroughly contented employes. 
It is perhaps not quite so well appreciated even by the more pro- 
gressive employer, how vitally the contentment of his employes 
is influenced by their environment outside of working hours. 

Much time and thought have very properly been devoted in 
recent years to improving working conditions in manufacturing 
plants. Not nearly so much attention has been given to the 
conditions surrounding the employe outside of the plant. 

An employe of a manufacturing plant, working eight hours a day 
and losing no time from sickness or other causes, spends approxi- 
mately 27} per cent of his time in the factory; the other 723 per 
cent is spent outside. The manner in which this major portion 
of the employe’s time is spent and the influences exerted upon 
him by his environment, are of overwhelming importance in 
determining the character of the employe and his value to the 
industry. The effect of the nature of a community upon the 
welfare of its industries, therefore, can scarcely be exaggerated. 

A manufacturer having his plant already built has no oppor- 
tunity to select a community presenting the most favorable con- 
ditions for his employes. In order to get the best conditions, he 
is restricted to the slow and difficult process of influencing the 
progress of a community along desirable lines. The manufac- 
turer, however, who is about to select a location for a new plant, 
has before him the opportunity of making a selection which will 
provide his employes with the best possible conditions under 
which to live. The opportunity is too valuable to be lightly 
dismissed. 

There are notable instances in which an industry has been 
located outside of an existing community and has created a new 
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community adjacent to its plant. In some cases, economic manu- 
facturing conditions compelled the location of the plant in an 
unsettled region, but in others such a location was deliberately 
chosen in order that the industry might create its own community 
and control its character. 

There is room for wide difference of opinion as to the wisdom 
of attempting to create a manufacturing plant, and, coincidently, 
an industrial community around it. There is room for still 
greater difference of opinion as to the wisdom, or lack of it, dis- 
played in the developments of some of the communities already 
in existence. Such enterprises are only possible in connection 
with very large plants and under exceptional circumstances. As 
they are not possible for the average manufacturer, they are rather 
outside the scope of this discussion. The instances where an 
industry has deliberately elected to create a community in the 
interests of its employes illustrate the importance of community 
relationship in the eyes of some managers. 

In order to view broadly the entire subject of the relations 
between an industry and its surrounding community, it is neces- 
sary to review the elements in the community which materially 
affect or are affected by an industry located in its midst. As 
has already been pointed out, these influences are principally 
effective through the personnel of the industry and they will be 
first considered in this connection. 


Tue Home 


The most important factor in the life of an industrial worker is 
his home, and perhaps the greatest influence that a community 
can exercise on an industry lies in the opportunities which it 
offers to its personnel to provide themselves not only with com- 
fortable and sanitary but also attractive and beautiful homes. 
Nothing so stimulates a man’s self-respect as a home in which he 
can take pride. It is particularly desirable that this home be a 
detached or semi-detached house and that the premises include 
space for a small flower or vegetable garden. Such a garden is a 
great inducement to the tenant to occupy his leisure sanely and 
in a manner which conserves and builds up rather than dissipates 
his energies. 

The most stable and satisfactory workers to any industry are 


those who own their own homes. This fact has been so clearly 
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evident that many industries provide plans under which their 
employes may acquire homes on easy terms. A very large per- 
centage of the workers, of course, will not own homes and the 
growth of the home owning group will be slow, although it can 
by proper encouragement be made steady. The availability, 
character and prices of suitable rented homes will, therefore, be 
the major factor in the home supply situation. 

The home supply value of a community can be briefly summar- 
ized to be made up of the following factors: character and extent 
of residential districts and their relative location to the plant; 
transportation facilities between these districts and the plant; 
values of real estate and cost of building; supply of homes for 
rent and rent costs; building loan associations and other facilities 
for acquiring homes on easy payment plans; the public health 
record of the community. 


RECREATION 


Possibly the next important factor affecting the contentment 
of employes is the opportunities which the community offers for 
recreation. Of these facilities, public parks are, perhaps, the 
most far-reaching. Not only should there be a well organized 
system of public parks within easy transportation distance of all 
portions of the community, but the administration of these parks 
should energetically endeavor to make them serve the public in 
the broadest possible manner. There is a growing appreciation 
in this country of the possibilities to the public of properly admin- 
istrated park systems, particularly along the lines of publicly 
directed games and athletics for the public in general. The ideal 
community would be one which is keeping well to the front in 
such movements. Included in the public park system, of course, 
should be the children’s playgrounds, well distributed through the 
city and supervised by play directors, and public bathing beaches 
with bath houses when water-front facilities are available. 

In addition to the public parks, the presence and character of 
the privately managed amusement parks have an influence. If 
these are of the proper character, they are an asset. Too fre- 
quently, however, they must be classed on the other side of the 
ledger when considered in connection with the benefits which the 
employes obtain from patronizing them. A popular and well 
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patronized baseball team is a most excellent thing for providing 
recreation and stimulating civic pride. In addition to the out- 
door amusements, the question of theatres, moving-picture 
houses, etc., deserves more than passing attention. Many com- 
munities provide municipally owned auditoriums available for 
large public mass meetings, concerts, lectures, etc. These must 
be considered also as a distinct asset. 


EpUCATION 

Another important side of the community is the educational 
facilities which it offers. Nearly every worker of the desirable 
sort is anxious that his children shall receive better educational 
advantages than his parents had. Such people are vitally inter- 
ested in public school systems, and the ability of the plant to 
obtain the best type of workmen is often greatly affected by the 
character of the public schools which the community can offer 
such workmen’s children. These schools properly conducted 
become the training areas for the next generation of workers. 
American manufacturers are appreciating how woefully they have 
neglected their opportunities as well as their duties in this con- 
nection. In addition tothe regular public day schools, the question 
of night schools and continuation schools for younger employes 
who are already at work and the schools for teaching English 
and American ideals to foreign employes should also be considered. 
Public libraries, public museums of art and natural history, free 
educational lectures and concerts are also important as offering 
facilities for ambitious employes to continue and improve their 
education. 

ADEQUATE PUBLIC SERVICE 

The character of what may be broadly included in the term 
“Public Utilities” has tremendous influence affecting the con- 
tentment of the employes. We are hearing much these days on 
the subject of such public utilities, as street car service, electric 
light and power, telephones, gas and water service. The effect 
of all of these on the lives of every dweller in the community is 
felt daily and it is important that these utilities in the community 
should render good service at reasonable prices. 

In addition to these enterprises, we may include in the term, 
many other institutions which serve the public generally and add 
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or detract so much to the citizen’s joy of living. For illustration 
may be mentioned the retail stores and their prices, markets, 
savings banks, hospitals, newspapers, etc. Certain cities are 
noted for their retail stores and superior shopping facilities; while 
others are famous for their markets and abundance of cheap and 
excellent produce. The manufacturer is fortunate who conducts 
a plant in a community that can offer a low cost of living. 


Tue 


It is, perhaps, a matter for concern that we are apt to give little 
consideration to the influence of the church on the industrial 
worker and through him on his industry. It will be admitted 
that the influence is not so pronounced as it might be. Never- 
theless, it is there and a sane, steadying, helpful influence it is 
generally found to be. The churches as a factor in the commu- 
nity should not be overlooked. 


Ciry GOVERNMENT 


The happiness of a citizen is, of course, affected by the nature 
of the government under which he lives. We have a variety of 
types of city government in this country. The type is more or 
less immaterial if the government is .conducted broadly in the 
interests of the citizens. On one side of the ledger are the taxes 
collected from the people; on the other, the services rendered in 
return for the taxes. There is an ever widening field of activities 
opening out before our communities into which the citizens may 
enter in common through their city government. The ideal gov- 
ernment is one under which not only are the accepted activities 
comprised by the departments of education, finance, public works, 
health, police and fire, parks, etc., being efficiently directed, but 
also one which, with a watchful eye on the city finances and a 
thorough weighing of the cost, is intelligently reaching out into 
fresh fields of community activities. 

That community is fortunate in which the local politics have 
been divorced from national party politics and local policies are 
viewed in the light of local issues only. Under these conditions, 
the citizen is encouraged to take an interest in his local govern- 
ment by the presentation of its questions unclouded by extra- 
neous issues and a better government and a better citizen result. 
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Crvic Sprrit 


Closely allied to these matters is that imponderable quality 
known as civic spirit. Difficult to define, its presence is instantly 
recognized in the atmosphere of a really alive community. Many 
cities have a distinct universally recognized character all their 
own and if that character is good, it is perhaps that city’s greatest 
asset. This civic spirit is frequently expressed in patriotic cele- 
brations, community singing and Christmas trees, neighborhood 
street dances, pageants, support of local baseball and other 
athletic teams. In a more substantial way it is evidenced 
in the existence of and support given to associations striving for 
better government, for increased educational opportunities, 
charitable organizations, patriotic organizations, concerted efforts 
toward city planning and the development of the esthetic side 
of the community. 

Man is so constituted that he is happiest when striving ear- 
nestly in an altruistic endeavor. The citizen who takes a pride in 
his community, the citizen who is working for the improvement 


of some feature of that community, be it in ever so minor a . 


capacity, is a better citizen and a better employe. A community 
that inspires to such endeavors is a good community in which to 
establish an industry. 


LAaBorR LEGISLATION 


The state government too has its influence on the contentment 
of an employe. It touches him on many sides: its taxes, its public 
improvements, its educational policies, its courts, its hospitals 
and charitable institutions, its political activities. Its most 
direct influence on the industrial worker, however, comes through 
its labor legislation and its labor department. There has been 
great activity along the lines of state labor legislation in the last 
decade. Much of it, the most reactionary employer must now 
recognize as sane and beneficial to all concerned. Unfortunately, 
under competitive conditions, the progressive manufacturer can- 
not go ahead in his measures for the well being of his working 
associates much more rapidly than his less progressive neighbor. 
Labor laws to establish certain minimum conditions of, safety 
and sanitation and to provide prompt and adequate compensa- 


| q 
| 

| 
| 


54 Tue ANNALS OF THE AMERICAN ACADEMY 


tion for industrial injuries, etc., with which all must comply, are 
necessary and have proved to be a distinct boon to workers. 

Unfortunately too, a certain well meaning but not quite clear 
thinking element in our body politic has discovered the immense 
potential power in labor legislation for utilizing the easily reached, 
stable, efficient, financially responsible industrial organizations in 
exploiting its theories of social regeneration. Therein lies a 
danger and industrial safety can only be maintained by preserving 
a happy distinction between sound progress and irresponsible 
experimentation. 

In considering the influence of the state upon its industries, 
therefore, thought should not only be given to its existing indus- 
trial code, but also to the recent history of its legislation and the 
character and strength of the influences at work urging and oppos- 
ing these measures. 


ELemMents AFFECTING INDUSTRIAL FINANCES AND OPERATION 


Thus far, we have considered the community influence on an 
industry as it reaches it through its personnel. Other sides of the 


* business, notably the financial and operating sides, are likewise 


involved in the reaction. 

Before the plant is in operation, the financial side is affected by 
the price of suitably located industrial properties and the cost of 
building in the community. Overhead costs are then established 
that will endure as long as the plant. Other overheads created or 
affected by the community are taxes (real estate, personal prop- 
erty, income, corporation, franchise, etc.), insurance (affected by 
the efficiency of the local fire department and water supply), 
watchmen’s service (affected by the character of the people living 
near the plant and the adequacy of the local police), cartage 
(affected by the character of the highways), water supply, cost of 
sewage disposal, etc. The banking facilities of the community 
are, of course, of major importance to the financial side of the 
industry. Freight service is, perhaps, the most important local 
factor affecting the operation of an industry, but express service, 
mails, telegraph and telephone service also have direct bearing. 

Even the climate of a location has an influence not to be over- 
looked. This factor is almost a determining one in some special 
industries, but in all industries a long, cold winter means expensive 
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heating plants, a snowy region means transportation troubles and 
extra costs, and a long, hot season cuts down the attendance and 
efficiency of the workers. 

So complex and inter-related are the various factors that enter 
into the relations between an industry and its surrounding com- 
munity that it is difficult to gain a comprehensive view that will 
include them all. We know few things absolutely, most of our 
knowledge is gained by comparison. A manufacturer looking 
for a site for a new plant compares the advantages and disad- 
vantages offered by different possible locations. A manufacturer 
already located seeks to compare his community with other com- 
munities in order to ascertain the strength and weaknesses of his 
own location so that he can take advantage of the former and 
strive to correct the latter. 


PLAN FoR RatinG EssentiAt Factors or COMMUNITIES 


It is difficult to evaluate numerically more or less imponderable 
values and still more difficult to weight properly such values so 
that each may have its proper degree of predominence in the 
whole. Nevertheless, even an admittedly crude and inaccurate 
means of measurement is better than none and, if applied with a 
full knowledge of its limitations, will yield results of value. 

An attempt has been made in the succeeding scheme to present 
a method for rating the essential factors of communities as affect- 
ing an industry and for tabulating these ratings so that their 
totals for the communities may represent the relative values of 
these communities as locations for industrial establishments. 

It is desired to emphasize the point that the factors listed in 
this table and the weighting given each are purely suggestive and 
may well be modified in accordance with the judgment of the 
investigator to fit a specific study. 

A study based on such a rating plan might be found fruitful of 
suggesting by a Chamber of Commerce or similar body in deter- 
mining the value of its community as an industrial center. 

It will be noted that the factors of a community affecting indus- 
try are grouped under eight headings. In the first column oppo- 
site these headings is given the maximum weighted value for each 
group and the maximum weighted value assigned each sub factor 
in the group, the total of which equals the value for the group. 
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The second column is headed “Present Value.” In this col- 
umn, the investigator is to note his estimate of the value of each 
factor in the community under consideration. For obtaining 
these values, it is suggested that for each item in the list, the 
observer prepare a scale using for the maximum, not the ideal 
community, but the community familiar to him which stands 
highest in that particular quality. Similarly, the poorest com- 
munity in that quality known to him should be rated zero. It 
will then be fairly easy to place the community under considera- 
tion on the scale. If the observer can place a third community 
on the scale about half way between the best and poorest, it will 
assist materially in correctly placing others. 

The third column is headed “Future Value.”” This column is 
added to aid particularly in the consideration of a small commu- 
nity where few of the factors mentioned now exist. It is proper in 
judging the possibilities of such a place for the establishment of 
a new plant to estimate the probable development of the com- 
munity after the plant is established. This column is particu- 
larly advantageous for comparing the desirability of large and 
small communities. 

A city has the great advantage of being a going concern with 
all, or nearly all, of the activities shown already in full operation. 
It has the disadvantage that the going is not all in a desirable direc- 
tion and one industry will have comparatively little influence in 
steering it. In the small community, however, although few of 
the desired activities are started, a new industry has the oppor- 
tunity of assisting in starting these activities and a very large 
influence in directing their progress. The results attained, how- 
ever, will only be in proportion to the serious thought and effort 
which the industry is prepared to devote to this work. 

Taking all these things into consideration and entering in the 
third column a fair estimate of the value of each factor at a period, 
say five years in the future, the results will furnish a much fairer 
basis for comparison than the present day figures. 
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RATING TABLE FOR ESTIMATING COMPARATIVE INDUSTRIAL 
CENTER VALUES OF COMMUNITIES 


Maximum Present Future 
Rating Value Value 


200 
Character and extent of residential districts 50 
Location of residential districts relative to 

industry and _ transportation facilities 
Values of real estate and cost of building. .. . 
Availability of residences for rent, and cost of 
40 
Facilities for workers to acquire homes (build- 
ing loan associations, firms building 
homes for sale on easy payment plans, 


Ss 


$s 


150 
Public Parks and playgrounds............ 
Private Amusement Parks............... 
Theatres, moving picture houses.......... 
Athletic and social clubs. ................ 


Night schools & continuation schools. ... . . 
Colleges, business colleges, private schools, 

Museums of Art, Natural History, ete. .. . . 
Lecture Courses (subscription & free)... .. 


Ss 


150 
Internal transportation (surface, under- j 
ground and elevated roads, taxi service, 
city thoroughfares, etc.)............... 
External transportation (steam and electric 
suburban and trunk lines, good roads to 
surrounding country, suburban motor ex- 
Financial Institutions (banks, trust compan- 
ies, savings & loan associations, etc.) ... . 10 
Efectric & Gas service... 10 
Minor utilities, telephone, water, sewage, ; 
garbage disposal services, etc............ 10 
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Non-sectarian religious activities. ........ | | 20 | | | J 
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RATING TABLE FOR ESTIMATING COMPARATIVE INDUSTRIAL 
CENTER VALUES OF COMMUNITIES—Concluded 


Maximum Present Future 
Rating Value Value 

City Government Values..................... 100 
Governmental morale (honesty, status as to 

“gang rule,” intelligence, initiative effi- 

Tax rates and methods of assessment... . . . . 30 
Public safety (police & fire departments and 

Note—Other direct activities of municipal 

government are included specifically 
under their proper head. 

50 
Chambers of Commerce and ium organiza- 

tions working for business prosperity. .. . . 10 
Municipal leagues and other organizations 

working for political righteousness. .... . . 10 
Charitable and other organizations working 

for the welfare of the citizens. .......... 10 
Community celebrations, singing, Christmas 

trees, patriotic demonstration, pageants, 

City planning and organizations working for 

the physical development of the commu- 

nity along efficient and esthetic lines... . . 10 

State Government Values.................... 50 
Labor legislation and labor department .... 30 
Taxation and assessment methods. .... . ; 10 
General public activities. ................ 10 

1,000 | 1,000 


RESPONSIBILITY OF THE INDUSTRY TO THE COMMUNITY 


Thus far we have only considered one side of the situation: how 
does a community influence its industries, what can or should it 
give them? Equally important is the other side of that picture: 
how does an industry influence a community and what can or 
should it give it? 

Again the personnel element looms up as the most important. 
The industry’s most profound influence on a community is exer- 
cised through the workers which it gathers together and makes 
dwellers in the community. If the community is to be prosperous, 
its industries must be prosperous and equitably share their pros- 
perity with their workers. If the community is to be healthy, 
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the working conditions in its industries must be sanitary. If the 
community is to be happy, the industrial relations of its industries 
must be most wisely and liberally administered. 

On the other hand, it is fatal for an industry to attempt to 
prescribe the daily life of its workers in the community and out- 
side of the factory. Benevolent paternalism, however well- 
wishing, is un-American and does not prosper on our soil. The 
American workman jealously guards his privilege of making his 
own mistakes and learning how to live by his own hard knocks. 
The management of an industry can and should do much to create 
amongst the employes a desire for higher and wiser standards of 
living; to point out ways and means for advancing towards these 
new standards and even to assist most carefully in this progress. 
But such efforts always require the most tactful handling. Never 
should the management permit itself to assume an air of superior 
mental or moral elevation; never should the employe be permitted 
to feel for an instant that he has sacrificed one iota of his free will 
or that he is doing anything for any other reason than that he 
deliberately wants to do it. The management’s part is to create 
or stimulate the desire and later most unobtrusively to supply 
the means for its fulfillment. 

But aside from its relations to the community through its 
personnel, the industry will find it good business for its manage- 
ment to enter most heartily into the commercial life of the com- 
munity. It is a fundamental principle of democracy that united, 
as a community or a state or a nation, we can achieve results 
impossible to us as individuals. And so an association of the 
industrial representatives of a community can accomplish bene- 
ficial results for its industries as a whole and for the community, 
which would be impossible to any one of these alone. Such sub- 
jects as honest and efficient municipal government, fair tax laws, 
wise and equitable labor legislation, adequate service from public 
service corporations, uniform conditions of labor in the com- 
munity, adequate banking service, the industrial development of 
the community, public health, housing, Americanization of 
aliens, etc., are all subjects to which the business men of a com- 
munity may well devote their organized attention. 

It is not questioned that an active, aggressive chamber of com- 
merce or board of trade or similar organization of the commercial 
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interest of a community is a benefit to the community, and such 
an organization is active and aggressive just in proportion to the 
amount of time and energy that its members put into it. An 
industry has but a narrow conception of its own best interests 
which does not devote a considerable portion of its energies to 
such associated work. But the wise industry will exercise care 
that the organizations it is active in are guarded against short 
sighted, selfish policies. It is particularly necessary that public 
bodies of this nature heed the paradoxical truth that unselfishness 
is the wisest kind of selfishness. 

The industry located in a small community where few or no 
other industries exist and commercial organizations such as those 
mentioned are not possible, finds itself confronted with a great 
opportunity and a great responsibility. On it very largely rests 
the character and extent of its community’s development. It 
must supply the place not only of such a commercial body but 
also of many other organizations devoted to the public weal exist- 
ing in the larger towns and cities. It must be prepared, therefore, 
to give even more of its time and effort to public service than its 
city compeer. Unless an industry is prepared to assume this 
privilege and this duty, it would be wiser for it to locate in a large 
community. 

The modern industry must consider its community relation- 
ship as one of the vital factors in the conduct of its business. It 
must realize that it extends beyond the four walls of its factory 
building into the remotest corners of the community and that to 
achieve the highest success, it must gain a broad comprehension 
of its community and, with a nice sense of their relative impor- 
tance, enter into all of its activities. 
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Some Considerations Affecting the Size of 
Industrial Plants 


A SYMPOSIUM 


7, determination of the correct size for an industrial plant 

is a question which is affected by a larger number of varia- 
bles than almost any other which the manufacturer must meet. 
An answer to this question which would meet the widely varying 
conditions encountered in American industry would be difficult 
to secure from any one source. In order to make the treatment 
of this subject as suggestive as possible we have secured short 
informal opinions from several manufacturers in widely different 
lines who have been forced to cope with this problem in large 
sized undertakings. The fact that each of our collaborators has 
approached the subject from a different angle confirms the wisdom 
of this method of treatment. 

Because in the past we have not been forced to observe such 
considerations as that there is a one best size for a manufacturing 
plant for each given set of conditions, is no argument for believing 
that we can ignore such factors in the future. The world’s indus- 
trial methods and technique constantly seek common standards. 
These standards ever approach a closer harmony with their en- 
vironment. Those who would excel—even survive—in the world’s 
industrial competition must more and more study the philosophical 
bases of industry. This question of size then must interest every 
individual manufacturer, but its importance as a factor in inter- 
national industrial competition is paramount. Approached from 
this angle of national—as opposed to purely local—interests 
many of the efforts made by Chambers of Commerce and Boards 
of Trade to promote the establishment of manufacturing plants 
in a given locality do not make for absolute progress. The ques- 
tion of the proper size for efficient operation hardly ever comes 
up. The days for this frontier type of industrial development 
are numbered. More and more we must scheme out our indus- 
try so as to be able to produce a given unit with the least 
possible expenditure of human effort and natural resource. 
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Contributed by Joserpn W. Powe, Vice-President, Bethlehem Ship-building 
Corporation, Ltd., South Bethlehem, Pa. 
[HE proper size for a manufacturing establishment is an ex- 
tremely difficult question and one that is not susceptible 
of any very definite reply. This subject naturally divides itself 
into consideration of problems of 
1—Management 


2—Finance 
3—Sales 
4—Purchase 
5—Production 


From the standpoint of management, a small manufacturing 
establishment under the leadership of a highly efficient head will 
make a fine showing under given conditions. A large estab- 
lishment in the business with a weak organization will make an 
extremely poor showing. The evident advantage of a small 
business in efficient hands is the ability of the directing mind to be 
thoroughly familiar with and to supervise all its details. In a large 
organization the specialization that is possible should permit better 
ability in each of the various departments into which the business 
is organized than could possibly be combined in any single person. 
Moreover, the larger organization is usually better able to offer 
attractive opportunities to the individual, with a corresponding 
ability to command the best brains in any particular line. 

The efficient larger company will generally be able to handle 
all questions of finance in a more satisfactory and economical way 
than the smaller company. It is in position to take advantage 
of general business conditions in its borrowings and in its credits, 
and also should have a better grasp of the general situation. 

In its sales of its product and in its distribution, it is possible 
for the large company to have an organization covering a field 
that the small company cannot hope to cover, which is an evident 
advantage in stabilizing its business over periods of depression 
that are never equally severe in different areas. The ability of 
the large company to carry stocks is often a large factor in 
obtaining business where early delivery is of importance. 

On the side of its purchases a large organization has a distinct 
advantage. From its nature it can evidently command a much 
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wider knowledge of the probable future of the markets than the 
smaller company, and by purchasing in quantity and for the most 
advantageous periods, can demand and obtain concessions as to 
prices that a smaller company can seldom equal. 

In connection with production in a smaller establishment, the 
direct personal contact with employes in an efficient organization 
is undoubtedly of very great value. It is evident that the most 
efficient small manufacturing establishment should show better 
results than the average efficiency that will ever be obtained in 
any large establishment. On the other hand, recent develop- 
ments of representative bodies of employes and employers to 
bring both ends of the business into closer contact is doing a great 
deal to achieve a substitute for the older personal relations that 
could exist in smaller concerns. The far greater specialization 
that is possible in production under a large establishment is a 
considerable offset. 

Generally speaking, any business large or small will become 
unwieldy if not efficiently managed. On the other hand, very 
great size is possible without serious loss of efficiency under effec- 
tive management. That the tendency to “red tape” increases 
with size is axiomatic, but the splendid commercial results 
achieved by some of the largest organizations are the best proof 
that the benefits that come with size offset its disadvantages. 

I believe there is today a field for a small as well as for a large 
manufacturing concern in almost any line. A small concern by 
achieving the maximum of efficiency will, on the average, work 
well within the limits that mean commercial success; while the 
large concern with almost no limit as to size, under proper manage- 
ment, will achieve similarly splendid results from the standpoint 
of the public, the employes and the stockholders. 


Contributed by H. H. Trrsworrn, Chairman of the Board, Clay Products 
Co., Indianapolis, Ind. 7 


[* would be very interesting to know how many manufacturers 

per thousand have preserved manufacturing units at the same 
size as originally built. The length of the list would no doubt 
compare most favorably with that of republican senators in full 
favor of the League of Nations. 
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Let us assume that seven operations is a fair average per plant; 
this particular number being selected from one industry for the 
sake of illustration, although any other would do as well. Mr. 
Average Manufacturer, after proper engineering and other 
advice, arranges a layout which permits the handling of his mate- 
rials through these various processes with a minimum of time, 
labor and space. The layout, of course, shows marked variations 
in space and arrangement due to the special needs of each process. 

The plant is placed in operation, and after the customary period 
of adjustment fulfills the reasonable hopes of its designers, and 
functions as a unit. 

Two years go by. The newness begins to wear off. Business 
shows increase, and the sales curve jumps away from that of pro- 
duction. Pressure for production increase falls first upon the 
executive in charge of plants, coming of course from the manager 
of sales. The superintendent of the plant gets an inkling of the 
situation and prepares for the conference that he knows is com- 
ing, by gathering statistical information on the various processes 
to show the weak point in production. The argument that the 
plant was originally built as a balanced unit is old to him, and he 
shows the opportunity for a ten per cent increase in some one 
process, by space enlargement and the necessary changes in 
subsequent operations by machinery rearrangement and double 
shift labor only. 

The plan is turned down cold by the management, and every 
one assumes that the status quo ante is as solid as ever. A year 
later, however, the sales organization meets unusual success in 
opening up new fields for the same old products, but deliveries on 
orders in prospect cannot be promised at dates satisfactory to 
the jealously guarded reputation for service, which the house has 
always maintained. The conferences of the sales manager, the 
superintendent and the plant executive result differently this time, 
on account of the unusual profit apparent in the new business 
offered, and the plant executive gives his reluctant promise to 
bring the matter before the president and the directors, who con- 
sent to the proposed enlargement. 

The damage is done. That plant presents, after the first alter- 
ation is completed, one struggle after another to get back to the 
balance of the unit as originally planned, and never succeeds. 
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The balance is gone. The “point of saturation” of labor, or of 
space, or of process speed has been passed, and costs rise above 
the original figure. 

It is doubtful if there is a corporation of any size that has 
manufactured over a period of years that has not gone through 
this experience. Until the lesson has been learned that there 
is almost invariably an immediate rise in costs by physical change 
in the unit originally laid out with balanced processes, and that 
there is but rarely secured an increase in output commensurate 
to the cost of the plant additions, Mr. Average Manufacturer 
will not see the full merchandising problem before him. The 
curves of sales and production can merge again only by not 
attempting to market more than the original unit was designed 
to manufacture, or by the erection of a new unit, balanced like 
the old. 

There are countless other advantages to be secured by the last 
arrangement, among them possible reduction in number of 
products made in each unit, new labor markets from the new 
location, savings in freight to points of distribution, opportunities 
for the installation of newer manufacturing methods, and valuable 
comparisons. The successful operation of one or many units, 
balanced at time of their erection offers to Mr. Average Manu- 
facturer who has been fortunate enough to live through the 
period in which he secures his own experience on this subject, two 
alternatives only, content with present output or new unit erec- 
tion. He has learned that the middle course does not succeed. 
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Planning for a New Manufacturing Plant 


By Henry T. Noyes, 
Secretary, Art in Buttons, Rochester, N. Y. 


‘ Parr I 
1. Srupy or Att 8. ADVANTAGES OF THE METHODS 
Factors 4. Puan Berore Buying Sire 
2. Meruops or PLANNING or Enct- 5- PRoviston ror Expansion 
NEERING 6. GeneraL Type or Buriprves 


Preliminary Study of All Factors. In planning for a new manu- 
facturing plant, all factors should be taken into consideration 
in advance of any action. The selection of a site should positively 
not be made until after all preliminary studies have been com- 
pleted, including the study of types of buildings, general dimen- 
sions, number of stories for buildings, floor space required, 
provisions for expansion, accessibility for employes, transporta- 
tion facilities and costs. All factors have a definite relation, one 
to another, and should be considered together. Many people 
buy land first and are thus limited in their planning afterwards. 

Methods of Planning or Engineering. In order to reach 
proper decisions as to the various problems involved in the plan- 
ning, design and construction for a new plant, the first decision 
and one of great importance must be as to the method to be pur- 
sued in planning and engineering. Four principal methods 
suggest themselves. 

(a) The services of a local architect or local engineer. This may be supple- 
mented by the employment of consulting specialists to pass on various phases of 
the planning. 2 

(b) The placing of the entire responsibility on one of the large industrial 
engineering firms who have specialized in the planning of new plants and who 
generally have large staffs of experts) to handle all the different phases of the 
problem. 

(c) The em loyment of a competent engineer on a salary and on full time to 
supervise the planning and construction of the new plant. This would rather 
necessarily involve the use of consulting specialists on architecture, power plant 
and the various other divisions of the work. 

(d) The services of a firm of contracting engineers and builders who would 
themselves assume responsibility to plan and build the buildings required. This 
method would probably be considered only where great haste is necessary. 
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It is wise to give these different methods adequate study and 
investigation because the decision on this step is of prime impor- 
tance. 

Advantages of the Methods. There are obvious advantages 
and disadvantages in all of the above methods. The opinions 
of a manager as to how much of his personal time he should and 
can give to cojperation with an architect or engineer would have a 
decided bearing. If the manager is interested in detail and has 
time to coéperate thoroughly, the first and third methods are 
generally better and to be preferred. A good local architect 
or engineer who|has time to study the problem diligently will 
coiperate and give excellent results. There is danger, however, 
of his following local practice which may not be the best for the 
particular industry. An engineer or architect on salary will 
make a more thorough study of general practice throughout 
the country and determine what is best present practice and 
what in particular is best adapted to the specific undertaking. 
The closer the contact with the manager, the better the codpera- 
tion and the better the results. Consulting experts can readily 
be employed to pass on all details. The disadvantage is the 
difficulty in securing the services of a man with the proper quali- 
fications and also the greater time required in completing the 
plant. Where the manager is of the opinion that his time can 
be more profitably employed with other matters and does not 
wish to go into detail, the employment of a firm of industrial 
engineers with a countrywide practice can be well considered. 
These firms have large staffs of experts and can take the entire 
responsibility of the design and equipment of a plant. There 
are also firms that combine the contracting end with the planning 
end and term themselves contracting engineers. Reference to 
these will be made later. Better time can usually be made by 
such a firm but probably at a higher cost. 

Plan Before Buying Site. After decision has been reached as 
to the method to be pursued in planning and engineering and 
after arrangements have been made, too much stress cannot be 
laid on the fact that the broad general field should be well covered 
by a comprehensive and thorough study of all details before any 
decisions are made or actions taken. It may also be wise to 
consider thoroughly the various general “ideal” plans of buildings 
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and building arrangements even before looking for a site in order 
to weigh properly the advantages and disadvantages of each 
and reach intelligent decisions. One reason for a thorough 
preliminary study of all factors will be sufficient. To secure 
the best of light, all manufacturing buildings of more than 
one story in height should run east and west so as to give one 
long side to north or constant light. An administration building 
or a one-story building can run north and south, but manufacturing 
buildings of several stories should always run east and west. 
Without due consideration of this important requirement, land 
might be purchased where this arrangement would be impossible. 

Provision for Expansion. No point is of greater importance 
in connection with a new plant than proper and adequate plan- 
ning for future expansion. This should be considered in con- 
junction with every step taken—the purchase of land, the 
installation of sewers, water pipes, mains through the buildings, 
the design of the power plant, and all other features. In planning 
our buildings, we spent eleven months of preliminary work before 
we bought any land. We secured from the leading insurance 
groups of the country a list of the one hundred and fifty light 
manufacturing plants carrying the lowest insurance in the United 
States and a list of plants which in whole or in part had*been 
built within the preceding seven years. We visited one hundred 
and thirty-two of the one hundred and fifty plants and compiled 
a little summary booklet covering every plant and/every essential 
detail in each plant, thus determining at the time as nearly as 
possible what was “standard practice” as to every feature. 
Eighty-nine out of the one hundred and thirty-two concerns told 
us that their chief mistake, as evidenced in the seven years, had 
been failure to provide adequately for future expansion in one 
direction or another. This thorough investigation supplied us 
with data which pointed out many things as in accordance with 
“‘good practice.” 

General Type of Buildings. There are different types of manu- 
facturing, such as heavy and light manufacturing, and these call 
for different types of buildings. The main point, however, in 
planning buildings is to erect structures that will meet general 
requirements rather than to over-emphasize particular processes 
of any one business. People often make the mistake of trying 
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to build buildings around some particular detail of process which 
may change before the buildings have been occupied five years. 
They accentuate the importance of the particular to too great a 
degree. In most concerns, processes are constantly undergoing 
variations, the character of the work and even the machinery 
in the plant are constantly changing, and a building that is built 
with general requirements in mind is better than one wherein 
undue emphasis is given to some specific needs of certain proc- 
esses or features of the business. Sometimes very heavy ma- 
chinery is introduced. Later on, light machinery may replace 
the heavier machines. In other words, even in running a given 
business, there is often a change in methods, and thus in designing 
a plant it is well to keep in mind the possibilities of changing 
the uses of the buildings from those for which they are originally 
intended. Buildings of a general type, well built and well 
designed, can be utilized to accommodate almost any manufactur- 
ing process. While there are industries that require plants suited 
to their particular necessities, in many industries general types 
of buildings are satisfactory. In this second class come most 
light manufacturing concerns. There are industries such as steel 
and chemical where special types of buildings are obviously 
required. There are other industries handling heavy iron or steel 
materials where assembly shops or erecting floors are required 
with overhead travelling crane. Even in such cases it will be 
wise to follow general planning as far as possible and to make 
provision for expansion and to make some allowance and provision 
for other possible use in the future. This article, however, in its 
illustrations and particulars, deals chiefly with buildings. for 
light manufacturing, although many of the general rules apply to 
planning for all types of plants. 


Part II 
1. Location AND LasBor SuppLy 3. Water SupPPLY 
2. Rar~roap Faci.ities 4. Sewer Facitities 


5. SALABILITY 


Location and Labor Supply. Most concerns think only of 
cheap land and go to the outskirts of the city and buy real 
estate there. In locating a plant, it is very important to consider 
the type and character of the workers apt to be employed. If. 
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high-paid, skilled men are engaged, a plant might to very good 
advantage be located on the outskirts of a city because men 
earning very high wages will not hesitate to go any distance to 
work. Furthermore, such men are home builders and will in 
time build or secure homes near the plant. In case a concern 
uses chiefly girl labor, or boys and girls and vy good deal of 
unskilled labor, then great consideration must be given to 
its accessibility to employes. The importance of this feature 
can be emphasized when we realize that a concern may pay more 
in one year for extra wages than the ostensible saving on the cost 
of the land. The first cost of the land is a very small considera- 
tion when one figures what it may be necessary to pay out annu- 
ally in wages by reason of a wrong location. When employes 
have to pay sixty cents to a dollar per week for carfare and have 
to take with them or buy their lunches, they expect to get paid 
for it. Many instances are known where plants on the outskirts 
of the same city are paying girls one dollar per week more than 
are other plants rightly located near the homes of the workers, the 
difference being due solely to difference in accessibility. Further- 
more, people do not like to waste thirty to sixty minutes going to 
work and a similar period coming home. They give preference 
to a business which is within easy walking distance. Accessibil- 
ity thus gives help at a lower wage and gives the pick of the best 
help. For a plant having approximately a thousand employes, 
one dollar per week additional in wages because of poor location 
means over $50,000 loss per year. It can thus be seen that there 
is an important relation between the land and the wages, for a 
cheap land location may prove a very expensive one in the end. 
The low cost of land is not of great importance in locating a new 
plant and too much stress should not be laid on it. Most concerns 
are perfectly justified in paying if necessary a very high price 
for a good location. Of course, land on the outskirts of the city 
will increase proportionately more in value than land nearer the 
center, but the latter, if well chosen, should never be worth less 
and should even increase gradually in value. In general, it may 
also be said that workers in going to work like to go towards a 
good section of the city rather than towards and into a very poor 
section, and other things being equal, this fact should be given 
consideration. 
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Railroad Facilities. The emphasis on the value of a location 
on a railroad track or siding is sometimes exaggerated. There 
are not so many concerns that buy and receive their materials 
and ship their products in carload lots. Coal for the operation 
of power plants, however, should always be handled by-the carload. 
The advantages of a location on a railroad are thus not so great 
as people are prone to think they are. It should be said, however, 
that frontages on railroads maintain their values best and the 
salability of a plant is usually materially enhanced by being so 
located. 

Water Supply. One other point to bear in mind in securing a 
location is the availability of a good water supply, both as to 
quality of water and adequacy of supply. In order to provide 
adequate fire protection, the insurance companies require that 
two sources of water be available. In the usual cases, one supply 
is furnished by the city or community and the other provided by 
the owner, either in the form of a tank or an underground reservoir 
with fire-pump. 

Sewer Facilities. The sewer facilities of a site should be care- 
fully considered, both as to depth and capacity. 

Salability. In connection with location, future value or 
“salability”’ is worthy of due consideration, but this point 
merely again emphasizes the wisdom of good general planning as 
against planning for some particular requirement. “‘Salability” 
is affected by such things as location on railroad, heavy floor load 
capacity, general character of design, large window areas and 
ample provisions for expansion. 


Part II 
1. GenzraL Design ror Furure Larour wirn REFERENCE TO 
Use ADMINISTRATION 
2. GenerRAL Pian ror Groupine or 4. THeory or Licut 
BuILprncs 5. UNDERGROUND Prine 


General Design for Future Use. In planning a new plant for 
light manufacturing it is wise to emphasize that the plans should 
be good for any light manufacturing business and not for the 
particular business. In most cases it will be found that particular 
processes in light manufacturing can in truth be well adapted, 
if not better adapted, to buildings of a good general design than 
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to buildings emphasizing particular design and construction. 
Conveyor systems can also be installed in the general type of 
buildings where required and yet permit of future change. 
The good general design has the great advantage of flexi- 
bility, on the whole better adaptability, and is decidedly the 
best for future changes and future use. 

General Plan for Grouping of Buildings. This article deals with 
the assumption that the site selected will be much larger than 
required in the beginning and thus provide adequately for expan- 
sion. ‘This means then that there will be in the end a group of 
buildings or large additions to those first built. Theoretically, 
the ideal site would be a perfect square and the plans for future 
buildings would be such as to fill the square. This might be 
accomplished by an arrangement of buildings that would when 
completed be represented, say, by the letters U H E, or by a 
double H or a double E, and at intermediate stages of construc- 
tion by the letters IT L F. In all these types of buildings, the 
departments may be so arranged that materials and parts in 
process may travel in two or more directions without re-entrant 
lines on their way toward final assembling. Moreover, different 
lines of goods can be made in the various wings without inter- 
ference and brought to a common point for storage and shipment. 

Layout with reference to Administration. In the case of any 
light manufacturing business, the choice of a building has to do 
more with good light and efficient administration than with the 
processing. Parts are usually small and are handled in large 
quantities and the shape of the building is not so important in its 
relation to the handling of the material. In considering the 
layout of buildings with reference to administration, it may be 
stated that considering this feature alone the ideal condition for 
any business would be to have the administration and general 
departments near the center of the plant. The ideal point of 
administration, control and direction would obviously be that 
point nearest to all operations. This can be illustrated by a 
plant having when finally completed a central administration 
building running north and south with, say, six long manufac- 
turing wings running east and west, three on each side. In any 
event the arrangement and grouping of the buildings should be 
contrived as far as possible so that at all'stages of development 
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of the plant the administration shall be as central as possible. 
The grouping of buildings should, moreover, be such that at 
every particular stage of development the plant is, if possible, 
complete in itself. It is obvious that unless the buildings are 
grouped logically with reference to each other and to the admin- 
istrative departments, considerable lost motion is bound to occur. 
This means waste, for if work has to pass and repass itself in 
process, more truckmen and more floor space are required to 
handle it expeditiously than is the case when the route from raw 
materials to inspection and shipment foliows a straight line with- 
out re-entrant angles. 

Theory of Light. Clear, direct light comes from the sky. The 
sky can be considered as a great reflecting mirror throwing light 
on the work. Theoretically, ideal conditions might call for 
buildings so arranged, spaced so far from each other and with such 
high ceilings, that the sky as a reflector would throw direct light 
on work placed on tables in the center of the ground floor. If 
this were so, direct light would then be present in every part of 
the building and on every bit of work. For practical purposes, 
the light rule in arranging buildings can be considered as an 
angle of forty-five degrees. ‘That is to say, buildings should be 
spaced a distance from each other equal to their height. If 
clear, direct light is required, it is obvious that it can be obtained 
only in buildings of several stories and relatively narrow in 
width. In a one-story building with saw-tooth roof construc- 
tion, the only direct light is from the side windows. The saw- 
tooth roof gives only indirect or deflected light. Such buildings, 
however, while not giving such good light, do give a rather uni- 
form diffusion of light. When manufacturing buildings run east 
and west, we have the most constant light conditions. The 
south side always has sunlight and the north side is always free 
from sunlight and especially suited for all work of inspection and 
shading. In light manufacturing it is usually quite easy to lay 
out departments so that such work will come on the north side 
and machine work in a large measure on the south side. The 
street or streets on which a site is located should be considered in 
planning as having light value. Where the street is very wide, 
the,eventual buildings can come nearer the street line. Where 
the street is narrow, the building line must be set back from the 
street line. 


i 
4 
= 
| 
4 
a 


74 Tue ANNALS OF THE AMERICAN ACADEMY 


Underground Piping. In the planning of no other particular 
is it more important to have the possible, final and completed 
plans fully in mind than in connection with planning for sewers 
and underground piping. Very thorough provisions should be 
made for all possibilities of expansion and it will not be unduly 
expensive to make adequate installation in the beginning, if the 
planning has been carefully and properly done. 


Part IV 
1. NumBer or Srorres 7. Fioors 
2. Grounp FLoor 8. Wrxpows 
3. Lenern 9. SrarRWAys 
4. CoLuMNS 10. SroraGe AND Locker WING 
5. Cenmane Heicuts 11. Rooms 
6. Froor Loaps 12. Power anp Heatine PLAnt 


13. Exterior 


Number of Stories. It is obvious that in considering any plans 
as to buildings, an early decision must be made as to whether 
the buildings shall be of one story or several stories and if more 
than one story, how many. Comparing equally good character 
of construction, a one-story building is more costly than one 
of several | stories; is more wasteful of ground area; has less 
direct light, and has some disadvantages in administration. In 
general it is easier to walk up a flight of stairs than to walk 
several hundred feet through departments. The problem of 
ventilation is also difficult in a one-story building and operators 
on the whole rather object to the closed-in effect of a single- 
story building. There are, however, types of industry that call 
for one-story buildings, but for light manufacturing in general, 
the building of several stories is preferred. As to the number 
of stories the three main factors are: utilization of the land 
area, the cost of various types of construction and the use of 
stairways and elevators. In general the higher the buildings 
the more economical the use of the land, but if the ideal light rule 
is followed, this is not so important as it at first might appear. 
The higher the buildings, the further apart they should be spaced. 
Thus, if it is desired to meet ideal light conditions, the additional 
story-height of buildings does not appreciably reduce the amount 
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of land needed. The type of construction and its cost has large 
bearing on the number of stories. The higher the buildings, 
obviously the lower the cost for the roof in proportion to the 
total floor area, but the larger the cost for foundations and columns. 
A study of the relation between cost of foundations and columns 
and cost of the roof in the various types of construction is thus 
involved. Figures prepared some time since, all factors con- 
sidered, indicated that for mill construction buildings, the 
minimum of cost was obtained in a three to four-story building; 
in reinforced concrete, the cost did not show any material 
decrease when over four or five stories; and in structual steel 
reasonable economy was found at about six stories. It has been 
found that in four-story buildings employes can be required 
to use the stairways and walk. This means at the most the use 
of three flights of stairs. When we get to a five-story building, 
a passenger elevator for employes is found to be absolutely 
necessary and then that the elevator service will have to be made 
available for use by all who work on the third, fourth and fifth 
floors." These various reasons have led to the very general adop- 
tion of the four-story building as standard. It is obviously desir- 
able that all stories be of the same height—in other words, 
uniform. 

Ground Floor. The advantages of erecting buildings entirely 
above the grade have in the past been often overlooked, although 
the general practice is now so to build factory buildings. There is 
very little difference in cost between buildings in which the base- 
ment floor is several feet below the grade and those built above 
the level. The generally approved plan is to have the first floors 
of the buildings about one foot above the grade and this saves 
lowering and raising materials and product, and makes the first 
floor quite as good for manufacturing purposes as any other— 
a very desirable feature. As to buildings erected in congested 
areas where the entire land is occupied, an exception may be made 
to this rule. On properties where there is a marked grade or on 
properties facing on streets with different grades, the first floor 
may be laid out so as to be only in part above grade. There 
should be under the first floor, however, adequate subways and 
tunnels for heat, water and live steam pipes, for electric wiring 
and for the heating and ventilation systems. 
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Length and Width. In connection with the floor plan of a 
building—namely, its length and width—several things are 
to be noted. As to the length, the main factors on which decision 
should be based are cost and supervision. The minimum cost 
obviously decreases with the length, rapidly at first—less so the 
longer the distance—and the saving is not relatively great 
after, say, three hundred feet of length. One end wall is involved, 
and if this encloses twice as much area as otherwise, the cost of 
the wall in relation to the whole is only one-half. It has been 
found that supervision of a floor is limited in most cases to three 
hundred feet or less. Buildings three hundred feet in length have 
been quite common, but if the entire plant is very large, there is 
no good reason why buildings should not be six hundred or even 
eight hundred feet long. The width of floors is determined chiefly 
by cost, the light factor and the character of the work. In general 
the wider the floors the less the cost, but the poorer the light. 
The light factor depends very largely on the ceiling heights. 
With very high ceiling height the building can have greater width. 
Where a great deal of inspection work or delicate assembly work 
is involved and light becomes of prime importance, the width 
may run down to thirty or forty feet, as has been the practice in 
watch factories. In textile mills where the machinery is a factor 
the width may run up to eighty and one hundred feet. In gen- 
eral the tendency is towards wider buildings. The forty and fif- 
ty-foot buildings of the past have given way to buildings about 
sixty feet wide. If the ceilings are unusually high, however, or 
if the character of the business involves much storage in transit, 
the width may run up to seventy or eighty feet. The column 
spacing will then become a factor. It is obviously ideal to plan 
so that all buildings shall be as far as possible uniform as to length 
and width. 

Columns. It is obvious that the less the space occupied by 
interior columns the more desirable and convenient the floor 
space for manufacturing. In mill construction buildings it is 
necessary to have more columns than in reinforced concrete or 
structural steel buildings. In the two latter types of buildings a 
twenty-foot spacing is economical and good practice. A building 
three bays wide (two rows of columns) has, usually, a more con- 
venient interior than one with two bays or four bays with a row 
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of columns down the center. In the first case the two outer 
bays are used in general largely for machinery and operations, 
while the center bay is used more largely for aisles and storage. 
In a building eighty feet wide with twenty-foot column spacing, 
the two outer bays are no larger than in a building sixty feet wide, 
and then we have two interior bays instead of one. It is quite 
possible, however, in reinforced concrete and structural steel build- 
ings, to have spacing of columns greater than twenty feet. 

Ceiling Heights. In a building sixty feet wide, it is possible to 
get a fairly satisfactory diffusion of light with a ceiling of from 
thirteen to fourteen feet. In reinforced concrete buildings of flat 
slab construction and with no beams or girders, and where the 
windows are brought right up to the ceiling, twelve-foot ceiling 
heights are to be considered. A slight increase in the height of 
the ceilings does not add greatly to the cost per square foot and 
the added height has many advantages. Where there are many 
employes per given floor area, as in some textile industries, high, 
airy ceilings are worth more than their extra cost. By making 
ceilings fifteen to sixteen feet high, better light is secured for all 
time. This is desirable for the immediate as well as for any possi- 
ble future use and it creates for the workers a sense of space and 
cleanliness that is most desirable. This extra height, moreover, 
has a very great justification in the fact that it makes possible 
the installation at any time of a mezzanine floor on any story, 
at any point or over any part of a floor. With this ceiling height, 
there will be ample head room both above and below. The 
advantages of a sufficient ceiling height for the installation of 
mezzanines cannot be well overstated. The mezzanine permits 
at any time immediate expansion with practically no re-arrange- 
ment. Where used to relieve congestion, it is storage that is 
usually moved to the mezzanines. The mezzanine can, however, 
be used advantageously for storage at any time. No matter 
with what care the processes through a plant may be laid out in 
sequence apd with due economy of space, there will come times 
when changes in process or in demand will greatly overload some 
step in the process. The alternatives are to re-arrange entirely 
nearly all the processes, to take one process in whole or in part 
entirely out of the chain or sequence, or to get quick relief through 
the use of the mezzanine. As buildings grow older their value 
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will be enhanced by the ability practically to double the floor 
space without great cost. 

Floor Loads. In the planning, due study should be given to 
the floor loads required. In the design and construction of a 
building it is obviously desirable, except for cost factors, to provide 
for heavy floor load capacity. Such capacity makes for durability, 
greater flexibility in the future use of the buildings and for free- 
dom from vibration in connection with high speed machinery. 
If only very light floor loads are involved and no high speed 
machinery, then greater consideration may be given to mill or 
timber construction buildings as will be referred to later in this 
article. However, if the buildings are to be of reinforced con- 
crete, it is possible to secure capacity for heavy floor loads with- 
out greatly increasing the cost. Calculations thus as to floor 
loads may be a very large factor in determining the type of con- 
struction to be adopted. In planning the floor loads to be adopted, 
it is wise to get adequate estimates as to the extra costs for extra 
heavy floor capacities. These estimates may reveal an extra 
cost so slight as to be well justified. The floor loads provided 
for should be adequate to support eventually a mezzanine as 
suggested. 

Floors. Wood floors are most widely used. It has been 
proven, however, that concrete when properly laid and properly 
treated is very satisfactory and its popularity is increasing. To 
lay wood floors over concrete in reinforced concrete buildings 
is very expensive, unnecessary and not generally recommended. 
Concrete floors on the whole provide the best foundation for 
machinery. Great care should be used in drawing specifications 
covering how the concrete floors are to be laid. When floors are 
subject to the action of acids and chemicals, special study of 
conditions and requirements becomes necessary. Composition 
floors of various kinds have been used to a certain extent in 
Europe and their use in this country is increasing somewhat. 

Windows. In general, it is desirable to have large window 
areas and perhaps the maximum window area. It is also a wise 
provision to have, as far as possible, uniform size panes of glass; 
this makes not only for regularity in design but for economy when 
replacement is necessary. The use of steel sash',with rolled 
sections has almost superseded all other types and if glazed with 
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wire glass in exposed locations—if any such—offers excellent 
fire protection. The small pivoted ventilator sections do not 
provide ventilation so readily as the sliding wooden sash and are 
more difficult to shade and clean. The advantages, however, 
usually offset the disadvantages. The various types of sheet 
metal sash are generally too expensive for general use. The use 
of ribbed or sanded glass is not recommended. It is objection- 
able where very accurate light conditions are required, by reason 
of a certain glare produced. Workers strongly object to it and 
want to be able to see out of doors, and there is a belief that 
there is a rest value in permitting them to do so. 

Stairways. Where possible, stairways should be outside of 
manufacturing floors, leaving the manufacturing space a perfect 
rectangle. This can be accomplished by placing stairways in a 
projecting wing or in a wing connecting two manufacturing build- 
ings. ‘These wings are also frequently used for locker rooms, 
toilets and storage rooms as is mentioned hereafter. In locations 
where the climate is not too severe the so-called Philadelphia 
stair tower, where the approach to the stairway is through a loggia 
or alcove open to the weather, is excellent as an extra protection 
to employes in case of fire. With adequate ceiling height as 
recommended, a double stairway, sometimes called the “scissor” 
type, can be used, doubling the capacity without increase of floor 
space. A stairway should be wide enough for a double line 
of travel and not wide enough for three or more abreast unless 
there is an intermediate handrail. Experience has shown forty- 
four inches to be almost ideal for a double line. Some type of 
safety tread should always be used unless the tread is constructed 
of a non-slippery material. 

Storage and Locker Wing. A most excellent feature in connec- 
tion with a modern factory building or a group of factory buildings 
is to combine all stairways, elevators, toilets, storage rooms and 
locker rooms in a separate building or wing or.in a connecting 
building; this to be provided with mezzanine or half-floors— 
two floors, in other words, for every manufacturing floor—and to 
have the space for toilet, storage and locker purposes planned 
originally in common and so that there may be free and large 
expansion for any one of them. The advantage of this can be 
illustrated by the following. In cases where workers may finally 
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be employed chiefly on the second floor, storage could be removed 
entirely from the first or ground floor of the wing, from the mez- 
zanine between the first and second, and from the second floor 
of the wing, and the space on these floors used exclusively for 
lockers and toilets, permitting on the second floor two or three 
times the toilet facilities on other floors. Using the separate 
wing for these purposes is the ideal plan. A separate wing or 
connecting building, from a fire prevention standpoint, isolates 
each floor and at the same time gives clear unbroken manufactur- 
ing space on each and every floor. 

Toilet Rooms. It is impossible to plan in advance the maximum 
requirements for toilet rooms, due to the impossibility of fully 
determining the number of employes that will be required at any 
one point of the buildings several years after their construction, 
unless an absurd and unreasonable amount of equipment is 
provided in advance at various points. The best plan is to install 
liberally what is needed at the moment, but have space available 
and so located that the toilet rooms can be doubled and tripled 
in size when need arises. This involves proper preliminary plan- 
ning for expansion as to water piping and sewers. There are 
many advantages in having separate toilets for different depart- 
ments or classes of labor. Thus it may be wise to plan so that 
two and even three separate toilet rooms may be placed near one 
another, instead of merely enlarging the existing one. A general 
plan for a large wing or connecting building with mezzanine 
floors and with large space in common available for storage, 
lockers or toilets makes all this possible. 

Power and Heating Plant. The determination here will rest 
upon the decision as to whether power is to be made or purchased. 
If there is little use in processes for the exhaust steam from a 
power plant, it may be found advantageous to buy the power re- 
quired and install merely a low pressure heating plant for use in 
winter. These factors are also to be considered. If the power 
load is a very steady load through the day and with no peaks, 
power can be purchased cheaper than otherwise. Again, if there 
is night use for power this will further reduce the cost of power 
purchased. In many instances power can be made cheaper than 
it can be purchased, but this point should be clear: the cost 
of power made is low only when installation is being used reason- 
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ably well up to capacity. This is due to the fact that cost of 
power made includes, as very heavy factors, interest on invest- 
ment and adequate depreciation charges. Thus, if at any time, © 
for example, only fifty per cent of power capacity is being used, 
it is not unlikely that the cost exceeds that at which it could be 
purchased. Assume that the original installation provides for 
capacity twenty per cent over immediate requirements. If the 
business falls off, the power cost will go up; on the other hand, 
if the business grows rapidly, an addition to the plant will be 
required and it may be of such size as to make the amount 
then used out of total capacity rather low and the cost high. 
Two points should be emphasized: the wisdom of providing 
intelligently and adequately for expansion in connection with 
any power or heating plant and the wisdom of having power 
plant specialists study and consider this problem with great care. 
Simple Exterior. The exterior of a factory building should 

truthfully express in a simple direct form that it is a factory 
building. Architectural ornament, in the sense of unnecessary 
expenditure in that direction, is not appropriate or desirable. 
Neat, simple lines, not involving an extravagant outlay, are far 
more dignified and pleasing than ornate decoration. Neverthe- 
less, it is to be noted that by a careful study of design and costs, 
some very simple and yet attractive architectural features can be 
added at a very low additional cost. 


Part V 


1. Types or ConsTRUCTION 2. ComMENTs oN Types or ConstrRuc- 
TION 
8. Mernops or CoNTRACTING 


Types of Construction. The various types of construction used 
for industrial plants may be classed as follows: 


(a) Frame Construction 
An all wood construction. 

(b) Ordinary Construction 
Masonry walls, wooden or iron posts, thin wood joists and thin wood 
floors. 

(ec) Mill Construction 
Masonry walls with heavy wood columns and heavy wood girders 
spaced close enough for a thick wood floor to make the span without 
intermediate beams. 
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(d) Semi-Mill Construction 
A modification of mill construction with a wider spacing of columns 
and girders and the use of heavy beams spanning from girder to girder. 
(e) Slow-burning Construction 
A modification of one of the above classes with an additional protection 
of metal lath and plaster. 
(f) Reinforced Concrete Flat-slab Construction 
All reinforced concrete with thick slabs, no intermediate beams or 
girders, columns spaced up to twenty-five foot centers. A particular 
flat-slab construction has been termed “‘mushroom”’ construction. 
(g) Reinforced Concrete Beam and Girder Construction 
All reinforced concrete with beams and girders. 
(h) Structural Steel Construction, non-fireproofed 
As usual in one-story buildings. 
(i) Struetural Steel Fireproofed Construction. 


Comments on Types of Construction. Frame construction is 
very little used today. Ordinary construction is considered only 
where very light floor loads are required, where fire protection 
is not a factor and where there is little machinery or very little 
high speed machinery. Good manufacturing buildings are 
usually of 


1. Mill Construction 
2. Reinforced Concrete Construction 
8. Structural Steel Construction. 


The selection of the type of building or materials of construction 
requires careful consideration. The mill construction type was 
originally introduced in New England textile factories and favored 
by fire insurance companies. It has a fine fire record and carries 
a very low insurance rate. In sections of the country where 
heavy timber is not too expensive and where heavy floor loads 
are not essential, it is still a very desirable construction. It is 
usually rapidly erected and building work can be carried on in 
winter weather. Reinforced concrete has in recent years largely 
superseded other methods, particularly for multi-story buildings, 
and for heavy floor loads compares very favorably in cost with 
mill construction. There are advantages for both types of 
construction and the question is involved as to whether or not a 
wood top floor is necessary. ‘These questions have to be settled 
for the particular industry. While concrete work can be carried 
on in winter it is done at a disadvantage and at extra expense. 
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The difference in cost as between buildings of good mill con- 
struction and reinforced concrete is not great. The main factors 
are the floor loads required, the need as to wood top floors and 
in some instances local labor conditions. The mill construc- 
tion may be slightly more economical than reinforced concrete, 
but only when designed for light floor loads. For one-story 
buildings with saw-tooth, monitor or gable roofs, or for one- 
story buildings such as power houses, non-fireproofed, structural 
steel has much to commend it, but for a multi-story building 
where fireproofing is necessary, the high expense usually precludes 
its use and in many particulars it is not considered as good for 
buildings as reinforced concrete. 

Methods of Contracting. There are three general methods 
under which contracts for construction are usually let. 

(a) Competitive contract 
(b) Non-competitive contract 
(c) Cost plus a percentage or fixed profit. 


When drawings and specifications have been prepared by a 
competent engineer or architect and the work is to be under 
competent supervision, competitive proposals can be secured 
from a selected list of contractors and a contract can nearly always 
be made with an experienced reliable contractor at a fixed amount. 
There is very little question but that this is the most economical 
method and, unless time is the all important factor, the more 
generally satisfactory. In this connection, a word might be said 
as to general or separate contracts. Local custom has a bearing 
and must be considered. In many cases contractors are organ- 
ized to take several lines of work and in other cases a general con- 
tractor will be, for instance, a mason and will sub-let all other 
work. The general contract centralizes responsibility, but does 
not usually give the lowest combination of proposals and in many 
cases brings in undesirable sub-contractors. There is apparently 
a tendency to let separate contracts for various divisions of 
work such as mason, carpenter, steel, heating and plumbing. In 
many cases satisfactory non-competitive contracts have been 
made, particularly for some type of standard building to be 
erected within a certain time limit. This method frequently 
precludes proper study and the cost benefit of competition. It 
is desirable only where time is all important. Within recent 
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years many large organizations of contracting engineers have 
been built up that furnish an engineering service, or work from 
plans of other engineers when necessary, and take contracts to 
erect on a cost basis plus some form of agreed profit, usually a 
percentage on cost or a fixed sum. This is apparently a very 
fair method and wonderful results as to speed have been made. 
Unfortunately it seems to have a somewhat demoralizing effect 
on both workmen and contractors and in many cases costs have 
been unduly large. 


Parr VI 

1. SprRiInKLER System 12. Licutine 
2. Fire Prorecrion 138. ELevators AND CONVEYING 
3. Exrertor Fire Prorecrion MACHINERY 
4. Fire Escapes 14. SroraGe Space 
5. PARTITIONS 15. Locker Rooms 
6. Suetves, Tastes, BEncues, 16. Lockers 
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10. Power MENTS 
11. Heating anp VENTILATION 21. Facrory Grounps 


Sprinkler System. No modern building will be designed or 
built without a proper and adequate sprinkler system. The 
saving on fire insurance is too large to be ignored, but the pro- 
tection to the plant is of even greater moment. The home offices 
of the insurance companies should be asked to pass on the plans 
for such a system in advance of any final decision. 

Interior Fire Protection. In addition to the automatic sprink- 
lers above mentioned, fire protection would see to it that water 
buckets and chemical fire extinguishers are available at regular 
places throughout the plant to check incipient blazes. Wood- 
work about a plant should also be eliminated as far as possible 
and metal used instead. There is no better protection against 
fires than cleanliness and any appliances and conveniences to 
this end such as vacuum cleaners should be carefully considered. 
Metal receptacles for waste and refuse will of course be provided. 

Exterior Fire Protection. The insurance companies will suggest 
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and determine requirements as to exterior hose houses, yard 
hydrants, water tanks, underground reservoirs and fire pumps. 

Fire Escapes. Exterior fire escapes are unnecessary in a 
building properly planned. The number of stairways and their 
location in buildings is now usually determined by law. Stair- 
ways located in towers or wings as suggested make fire escapes 
unnecessary. 

Partitions. It is recommended that interior partitions be of 
a standard metal type and built in standard sections. Buildings 
with all stories of uniform height and width and with columns 
uniformly spaced make this very feasible. Metal partitions are 
very desirable from the fire protection standpoint and are mova- 
ble without loss as changing conditions arise. 

Shelves, Tables, Work benches. It is most desirable that stand- 
ards for all this kind of equipment be adopted and adhered to. 
In so far as possible metal should be used and it will be found 
that this can be done without any material increase in expense. 

Shafting and Supports. If buildings are to be built of rein- 
forced concrete, sockets for bolts should be imbedded during 
construction in all the ceilings throughout the plant at points 
rather close and uniformly spaced. To do this at the time of 
construction will result in a very great subsequent saving. Par- 
titions, shafting and the eventual mezzanine floors can be attached 
to these sockets quickly and inexpensively and without cutting 
or drilling into the concrete floors. Shafting supports should be 
uniform and standard. 

Manufacturing Equipment. It is somewhat beyond the scope 
of this article to discuss in detail the subject of manufacturing 
equipment. It may, however, be safely stated that a good new 
manufacturing plant logically calls for modern labor-saving 
machinery, properly arranged and economically driven. 

Offices and Office Equipment. ‘The open office is preferred and 
is coming into more and more general use. Flat-top sanitary 
desks are recommended. A central filing vault with metal 
filing cases is not uncommon. The employment offices should 
be adequate, and properly planned and laid out. 

Power Distribution. Electric distribution of power is almost 
universal in some form or other. This is true with the possible 
exception of a few special instances such as a rope drive in some 
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textile plants. Careful study is, of course, necessary in each 
particular case as to whether a motor will drive only one machine 
or whether it will drive a shaft to which a group of machines may 
be belted. In all cases conduits and electric feed mains should 
be of sufficient capacity to allow for very large expansion and 
changes. 

Heating and Ventilating. In addition to lighting, nothing 
contributes more to the comfort and efficiency of employes than 
satisfactory heating and ventilation. Three general methods of 
heating are direct radiation, indirect radiation and a combination 
of the two. By indirect radiation is meant some form of fan or 
blower system. Where direct radiation only is used and the 
number of employes large, ventilation is not satisfactory. Where 
an indirect system only is used, difficulty is sometimes found in 
heating remote points. A combination of both direct and in- 
direct radiation is more costly, but more nearly approaches the 
ideal. The radiators are usually heated with steam, but some- 
times a pumped circulation of hot water has been effective and 
a method of combining an automatic sprinkler system with hot 
water radiation has been recently introduced. In connection 
with an indirect system, apparatus for air filtering and condition- 
ing is frequently used. The effectiveness of a heating system is 
greatly increased by double or storm sash at exposed points. 

Lighting. The method of artificial lighting will require careful 
consideration. Illuminating engineers have now well established 
rules for the intensity desirable for nearly all kinds of work. 
General illumination is now almost universally the preferred 
method of lighting. This may be of several types—either direct, 
indirect or semi-indirect—and is sometimes supplemented by 
additional small lights where great intensity is necessary at one 
point. An illustration of this is a small light shining directly on 
the needle of a sewing machine in a clothing factory. Provision 
should be made for changes in occupancy and for expansion, and 
conduits and electric feed mains should be planned and laid out 
with this in mind. 

Elevators and Conveyors. Elevators are placed preferably in a 
separate wing so as not to encroach on manufacturing space. 
They usually can be conveniently located in the storage and locker 
wing previously mentioned. Building laws are quite explicit 
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as to construction of elevator shafts, doors and safety devices. 
In a building of not over four stories, as recommended, passenger 
elevators are not necessary. Conveyors are such a special require- 
ment that little can be said. In many cases material can be con- 
veyed in crates or boxes on trucks and elevators with greater 
economy. Gravity conveyors have in many cases proved very 
satisfactory. In general the efficiency of conveyors is apt to be 
overstated. 

Storage Space. The storage spaces within the main or manu- 
facturing buildings should be only for goods in work or in transit. 
Such spaces are absolutely necessary in most departments in 
order to insure an even flow of work, but space for goods in 
transit should be limited by definite determinations forcing all 
extra or surplus stocks into the storage spaces in the storage and 
locker wings. All storage of old and extra machinery, boxes, 
surplus equipment and materials should be in the main storage 
spaces provided in the storage and locker wings. 

Locker Rooms. In general, the objections to a single large 
locker room on the ground floor are valid. It is better to group 
departments and classes of labor in separate locker rooms and 
this is preferred by labor. A single room on the ground floor 
may be a waste of space in the beginning and in the end not readily 
capable of being expanded. It also means crowding on stairs 
and at exits at closing times. Separate locker rooms on the vari- 
ous floors of a separate wing having mezzanine floors distributes 
the rush on stairs and at exits upon leaving the buildings. 

Lockers.—There is no known perfect solution of the locker 
problem. If the expense can be borne and is no great object 
it is best to install individual lockers, but stealing will go on even 
with lockers and after a period of time experience has shown 
that perhaps not over thirty per cent of the lockers will be locked. 
However, if the locker has been provided and loss occurs through 
failure to keep the locker locked, responsibility cannot well be 
placed on the company. The use of small locker rooms for dif- 
ferent departments tends to place responsibility for stealing on a 
limited group and thus checks it. Many concerns have separate 
coat rooms for different departments and provide ordinary-racks 
for hats and clothing instead of lockers. It may be advisable 
to establish and maintain a check room near the main entrance 
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where employes can check small articles of value at company 
responsibility. 

Lunch Room. This feature is a necessity in the modern plant. 
It should be on the ground floor and near the general exits. In 
general it has been found that employes will not go upstairs to 
a lunch room. It should be directly accessible after working 
hours without passing through other portions of the plant. It 
should be considered, moreover, as more than a lunch room. It 
is the assembly hall for the plant. It is a place for dances, con- 
certs, dramatic entertainments and such other uses as may prop- 
erly suggest themselves to the employes. It would not be 
inappropriate or undesirable to have a platform or stage at one 
end of the room. The lunch service usually follows the best 
accepted practice in cafeterias. The equipment in kitchen and 
behind the serving counter should be adequate and installed 
under the direction of specialists on factory lunch rooms. The 
rest of the equipment such as chairs and tables should be simple 
but very substantial. Small tables are preferable to long narrow 
tables which suggest an institution. A small octagon or circular 
table accommodates four people under usual conditions but can 
conveniently be used by five or six. The one lunch room should 
be used by all. Separate lunch rooms for the office workers, offi- 
cers and heads are not favored. 

Safety Appliances. The question of safety appliances will in a 
large measure be determined by the nature of the particular 
industry. The Safety First movement in America has developed 
excellent information and data on this subject which is available 
and will be duly considered in connection with all new installa- 
tions. Adequate exits with wide halls leading to them will of 
course be provided; stairs will have proper guard rails and safety 
treads as previously suggested and elevators will have automat- 
ically closing doors. Fire exits will be properly marked. 

Sanitary Conveniences. Most modern factories with a proper 
heating and ventilating system, with good lighting, with good 
toilet facilities and cleanly kept from the sanitary standpoint, 
compare favorably with even the best of homes. In addition to 
the particular things mentioned, however, there should be pro- 
vided adequate washing facilities with hot and cold water. There 
should also be drinking fountains or stations for distributing 
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water to employes—in either case connected with a water cooling- 
system. The power plant should be provided with a smoke con- 
sumer, and throughout the plant, wherever there is dust or dirt 
arising from operations, there should be installed the most effi- 
cient dust-collecting systems. Too much emphasis cannot be 
placed on this last point. Shower baths should certainly be 
provided in plants involving very dirty work and at least to a 
limited extent should be provided in all plants. Efforts should 
also be made so to arrange and control machinery as to reduce 
noise to a minimum. Noise eliminators may be used at certain 
points. 

Health Contributing Arrangements. A health bureau is today 
a well accepted fact in the best of manufacturing establishments. 
This involves, first, a proper hospital room and dispensary with 
adequate and suitable equipment therefor. Separate dressing 
rooms for men and women should also be provided in connection 
with an examining room which may in a small plant be joined 
with the hospital room. Equipment for optical work should be 
installed and many plants now have a special and fully equipped 
room for dentistry. A rest room for women with comfortable 
cots and toilet is almost a necessity. Recreation rooms for men 
and also for women are desirable, but not so necessary as the 
other features mentioned. Such rooms would be used for read- 
ing, study, music, sewing and games. They might be combined 
with the lunch room. 

Factory Grounds. This article strongly recommends the 
original purchase of a site materially larger than required at the 
moment. This provides for expansion, but is at all times of real 
value. The advantages of providing for outdoor recreation of 
employes is too obvious to need emphasis. Baseball grounds, 
tennis courts, bowling greens, and spaces for volley ball and quoits 
will make good use of all land available. In congested areas 
more use should be made of roof gardens. A landscape architect 
should be consulted at the time the site is purchased and share 
in the decisions as to the exact location of the buildings and the 
proper allowance for foreground. He should also coéperate in 
laying out the grounds for appropriate landscape effects. 
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Executive and Administrative Organization 


By J. E. Orrerson 
President, Winchester Repeating Arms Company, New Haven, Conn. 


N discussing the subject of executive and administrative organi- 

zation, it seems desirable to treat it in such general terms as 

will permit of its universal consideration without reference to its 

professional or industrial application to a particular undertaking 
or activity. 

Let us consider first and broadly the problem of management. 
This subject may be considered under three heads: 

Organization 
System 
Administration 

Organization is the division of the work to be done into defined 
tasks and the assignment of those tasks to individuals qualified 
by training and natural characteristics for their efficient 
accomplishment. 

System is the method pursued by the organization in carrying 
out its tasks and is the mechanism or process of management by 
which the efforts of the organization are standardized and unified. 

Administration is the routine work of the organization in 
operating the management mechanism or system. 

We must of necessity have an effective organization, system and 
administration and an effective codrdination of the three to pro- 
duce effective management or management control. 

Organization deals with the qualifications and characteristics 
of human beings and is consequently deeply psychological. Sys- 
tem deals with the methods of performance and should be scien- 
tific. Administration deals with the performance itself and 
should be the application of a psychologically correct organiza- 
tion to the execution of scientific methods of performance. 

It is essential that the organization fit the system and the sys- 
tem fit the organization. You can kill the finest organization in 
the world by forcing upon it a system that it is not qualified to 
operate, and similarly, you can kill the finest system in the world 
with an organization of incompetent, inefficient men, or men 
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improperly selected or improperly assigned. You cannot make a 
success of any system with incompetent men. You can make 
a partial success of any system with competent men. 

A competent organization will make up for many weaknesses 
in system and we can afford, therefore, not to be arbitrary in the 
matter of system, but let both the organization and the system be 
adapted to each other. The refinement and development of the 
one should keep pace with the refinement and development of the 
other. 

Our concern for the moment is with the subject of organization 
rather than with the subject of system, and we are concerned 
with administration in its relation to organization and to the 
extent that it grows out of organization. Let us proceed then 
to the development of the principles of organization, approach- 
ing it with a psychological viewpoint and considering first the 
classification of individuals for organization purposes. 

Men are of two broad general types, namely: the engineering 
type and the executive type. 

The engineering type of man works for the solution of a single 
technical or engineering problem and is concerned with the deter- 
mination of the solution rather than the application of that solu- 
tion to practical activities. The true type has the capacity to 
concentrate continuously on a single problem until the solution has 
been reached. He is interested in the determination of cause and 
effect and of the laws that govern phenomena. He is disposed to 
be logical, analytical, studious, synthetical and to have an investi- 
gating turn of mind. The predominating characteristic that dis- 
tinguishes him from the executive is his ability to concentrate on 
one problem to the exclusion of others for a protracted period, to 
become absorbed in that problem and to free his mind of the cares 
of other problems. He does not submit readily to the routine 
performance of a given quantity of work. He deals with laws 
and abstract facts. He works from text books and original sources 
of information. Such men are Edison, Steinmetz, the Wright 
brothers, Curtiss, Bell, Pupine, Fessenden, Browning. These 
men are the extreme of the engineering type, they have enormous 
imagination, initiative, constructive powers. Mr. Taylor was in 
reality an engineer rather than an executive. He applied his won- 
derful inventive genius to the invention of management methods. 
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The executive type takes the conclusions of the engineer and the 
laws developed by the engineer and applies them to the multitude 
of practical problems that come before him. His chief char- 
acteristic is that he works with a multitude of constantly changing 
problems at one time. He concentrates on one problem after 
another in rapid succession. In many instances he has not the 
time to obtain all of the facts and he must arrive at a conclusion or 
make a decision based upon partial knowledge. He must rapidly 
assimilate available facts and fill in what is lacking from the ripe- 
ness of his own experience, frequently calling upon his powers of 
judgment, and even of intuition. He is a man of action, boldness, 
ingenuity, force, determination, aggressiveness, courage, decision; 
he is possessed with the desire to get things done, impatient of 
delay. He works from a handbook, a newspaper, or nothing at 
all. Such men are Schwab, Goethals, Pershing, Farrell, Hinden- 
burg, Hoover. 

We frequently find that the leaders of either of these classifica- 
tions possess something of the qualities of both and therefore we 
have executive engineers and engineering executives. The com- 
bination of a high order of ability in these two classes in a single 
individual is rare and valuable. 

Modern industry grew out of the inspiration and inventive 
genius of the engineer and has in turn created a demand for the 
engineering type that has led to the establishment of courses of 
training for engineers in our schools and colleges. The demand 
for executives grows out of the growth and increasing complexity 
of modern organizations. In small and simple organizations the 
demand for the executive as a type is not so apparent, but when 
the organization grows in size or complexity to the point where its 
operation is not within the vision or capacity of a single individual 
it becomes necessary to operate such an organization by the 
processes characteristic of the true executive, wherein accomplish- 
ment is brought about not so much through personal effort as 
through the direction of others cojperating in large numbers. 

Modern industry and social organizations have not as yet 
provided adequate means for the systematic training of executives, 
and the executive usually grows out of the engineer by virtue of 
his natural characteristics and talents, developed and stimulated 

by his experience. As a result there are many potential execu- 
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tives eating their hearts out and wasting their time in uncongenial 
application to pure engineering effort. I believe that the ten- 
dency in modern organizations of a thoughtful character is to 
recognize an executive as a type and endeavor to offer him facili- 
ties for his natural development. 

Perhaps the best basis for this development is a broad technical 
or engineering training that has given the individual knowledge 
of fundamental scientific laws and truths that fits him for the rapid 
analytical consideration of the many problems that come before 
the executive and enables him to reach his decisions in accordance 
with the demands of fundamental laws. The qualifications for 
success require that he have a natural ability to make a happy 
application of principles to the immediate pressing and transitory 
problem. 

We find these two types in all professions and human activities 
and at all stages and levels thereof, by which I mean that they 
are not confined to industrial organizations alone. For example, 
we have lawyers of the legal engineering type whose success rests 
upon their technical knowledge of the law and who approach a 
legal problem very much as an engineer approaches an engineering 
problem. In the same way we have lawyers who are of the execu- 
tive type, whose success rests upon their ability to handle a case 
in court with the material furnished them by the legal engineer. 
In recognition of this principle we find successful modern law 
firms to be made up of the two types, both of which are generally 
recognized in the membership of the firm. 

In the medical profession we find the same condition to exist. 
We find medical engineers engaged in scientific study, research and 
diagnosis, and medical executives engaged in the application of 
medical and surgical laws to a vast number of current cases, or 
medical executives engaged in the management of sanitariums and 
hospitals. 

Similarly in shop life in industry we find workmen of the 
engineering or technical type who are qualified to study and invent 
or develop the processes by which a mechanical problem may be 
solved, and workmen of the executive type who take the mech- 
anism developed by their technical or engineering associates and 
apply it to the routine work of production. 

When we come to consider the performance of work in an 
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abstract sense, we recognize two broad steps, namely: planning 
and execution; and these two steps correspond to the two broad 
types of men, the engineering type and the executive type. 

Planning is a function of an engineering order, and execution 
is a function of an executive order. 

In military organization this distinction is recognized in the 
staff and the line. The ambitious plans of the German general 
staff are responsible for the late terrible struggle. These were 
revealed to us through the cold-blooded, relentless, cruel execu- 
tion of these frightful policies by the German line. 

Staff work and engineering work grow in importance with the 
complexity of the problem. As the problem becomes more and 
more complex it becomes more and more difficult for those con- 
cerned with the development of the plan to devote their time and 
energies to its execution; and, in turn, for those concerned with its 
execution to devote their time and energies to the formulation or 
development of the plan. 

A study of any phase of the operations of the late war will show 
the increased importance in modern warfare of the staff or plan- 
ning department, and the disposition to separate execution or 
production from planning. This was evidenced in the wide 
separation of the general from his command, and in the direction 
of large units by mechanical means of communication rather than 
through personal direction heretofore possible in smaller and 
less intricate fields of military operation. The modern army is 
nothing more than a very large industrial organization and its 
size and complexity has led to the same analysis and division of 
work among engineers and executives as has taken place in modern 
industry, and allowance need only be made for the difference in 
nomenclature in military and industrial practice to follow through 
the analogy. 

This difference in engineering and executive types is further 
reflected, though in a somewhat different way, in the distinction 
between specialists and functionalists. 

A specialist is one who deals with a particular product or a 
particular class of work; so we have gun specialists, cartridge 
specialists, forging specialists, drilling specialists. 

A functionalist is one who deals with a particular function or 
activity or step in the performance of work regardless of the 
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specialty to which it refers. He plans the work or executes the 
work and is theoretically not concerned with whether that work 
produces guns or cartridges, forgings or castings. He is prepared 
to carry on his activity in connection with any specialty. The 
functionalist is concerned more with the type of his work than 
with the material result or product of his work. He performs 
one part of the task whereas the specialist performs the entire 
task. 

' The specialist is the natural outgrowth of the early develop- 
ment of industry. In the family organization each member of 
the family was assigned some specialty and these specialists 
finally organized the trades and the trade unions and, where we 
find these specialists working in the elementary state that obtained 
in the early days of the industry, we find them performing all of 
the functions in connection with their specialty. Carpenters 
and shoemakers, as a one-man organization, work very much 
today as they did a hundred years ago, but where the shoemakers 
have congregated to form a modern shoe factory, it becomes 
necessary not only to specialize the product, but to specialize 
the processes and one man no longer makes a pair of shoes com- 
pletely, but he performs repeatedly merely a single process in 
connection with the manufacture of shoes. 

And in turn, the problem of management has become so com- 
plex in connection with these groups of specialists that it has 
become necessary further to simplify the work by dividing it into 
functions or steps in order to bring it within the range of average 
individuals who can be found in sufficient number and to adapt 
it to the special talents of individuals whose powers are more 
developed in one direction than another. _ Functionalizing is, 
therefore, the natural outgrowth of the complexity of modern 
industry. It is in effect specializing the process of management. 

Since the function is merely a step in the work to be done, merely 
a part of the whole work, it is a part of all work and is, therefore, 
universal in its application without reference to the specialized 
product or process. 

We have noted that functionalizing is necessary in order to 
bring the work of management within the grasp of the individuals 
available and within the range of their talents. Hence, func- 
tionalizing should be along psychological lines, that is, the work 
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should be divided in such a manner as to employ the talents of 
the different psychological types. 

Men having the character and qualifications to undertake the 
entire activity of management of any particular specialty are not 
available in sufficient number to fill all of the positions necessary. 

As the combination of specialists becomes more complicated, the 
problem of management becomes correspondingly complicated 
and we are accordingly in need of functionalization even among 
men capable of handling a multitude of specialties. | 

We have developed the fact that the functions should be uni- 
versal and applied to all specialties and, at the same time, follow 
psychological lines and require for their performance distinct 
psychological types. Furthermore, the functions should be ele- 
mentary in that the analysis be carried far enough to determine 
the elements of the work and to call for an elementary psycho- 
logical type. 

A wide difference of opinion and practice exists as to the deter- 
mination and definition of the various functions. It does not 
seem necessary at this point to set up any arbitrarily determined 
set of functions, but merely to say that the functional activity in 
connection with any class of work should be carefully analyzed 
and such functions determined as will completely perform that 
work, if they in turn are completely performed. Conversely, of 
course, the work will fail to be performed if any function is not 
performed. This is in effect dividing the work into steps. 

The broad functions of planning and production are generally 
recognized. Planning is the determination of what is to be done. 
For this purpose a planner should be analytical, have reasoning 
power, imagination, be able to dissect, to break the task down 
into its elements. He should be synthetical, that is he should 
have the power to draw these elements together, to build up and 
to construct the whole out of its elements. Production is the 
application of force through the plan. A productionist should be 
forceful, aggressive, driving, tenacious, persistent, able to control 
men, to direct them, to guide and to lead them. 

Psychologically, these correspond to the engineer and the 
executive, and the fault most commonly found in modern organi- 
zations of a low order of efficiency is that they neglect the plan- 
ning or engineering function; and the fault most commonly found: 
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in modern organizations of the so-called systemized kind is that 
the planning function has been too much elaborated and the 
production function too much subordinated. 

There is a very great danger in endeavoring to establish arbi- 
trary determinations in this matter as laws for universal guidance. 
Each situation requires careful study and thought to the end that 
there may be a proper balance of emphasis upon the different 
functions. 

Different emphasis will require to be placed upon the various 
functions under different sets of conditions; in one instance the 
planning function will require to be emphasized and in another 
the production function. For example, in a jobbing shop where 
each job differs from others it is necessary to pay particular atten- 
tion to the work of planning, to study it with the best talent 
available and to record the results of such study in the form of 
instruction to producers. In this manner the work of production 
will be standardized, controlled and simplified and the work of 
planning will produce its own reward. 

On the other hand, in a manufacturing shop where work is of a 
highly repetitive character and a large volume of similar articles 
flow in a stream the work of planning becomes standardized, 
growing out of the original engineering plan, and men can be 
selected and assigned to it accordingly. In such a situation, 
emphasis will require to be laid upon the production function in 
order that the continuous flow and the volume of production may 
be maintained, and the one selected for such a task should have 
the psychological characteristics of the typical productionist. 

Similarly in selecting or determining other functions than the 
two main functions of planning and production, it is necessary 
to give careful consideration to the existing conditions and to 
determine the extent to which further elaboration of functions is 
necessary or desirable. Too great elaboration of functional con- 
trol has cast some discredit upon many modern organizing and 
systematizing efforts. The organization should compare in 
simplicity with the problem and where the problem is of such a 
complex nature as to require a greater elaboration of functions, the 
functions should be determined and defined along psychological 
lines; that is, they should require for their fulfillment distinct 
and simple psychological types and the number of positions or 
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functions requiring a complex psychological type should be kept 
within the range of the human talent available. \Talent of a low 
order may require a more complete functional analysis and talent 
of a high order may make possible a simplified functional control 
in which a number of elementary functions are combined under 
the supervision of a single individual capable psychologically of 
their composite comprehension. 

If the problem is simply routine it should not be burdened with 
an office or shop organization and system that is complex. If the 
product is flowing continuously for a long period of time we can 
afford to devote the best talent available to development of the 
original plan of work by elaborate engineering, research, survey 
and investigation. Such a plan may call for elaborate and expen- 
sive equipment of a fixed nature devoted to narrow and particular 
purposes and the operation of such equipment may be of such a 
fixed nature as to require the most simple kind of organization and 
system, having no other function than to keep this equipment 
operating in a rigid routine way. The planning function in 
such an instance is embraced in the original plan of work and 
the production function is reduced to one of routine repetitive 
performance. 

We find such a situation to exist today in a number of our auto- 
mobile factories where they have worked continuously on one 
model of car for a period of years with little or no change in design, 
or no change in design radical enough to require a change in equip- 
ment, and where the production has been in sufficient volume to 
pay for most expensive and elaborate production equipment and 
methods. In such a situation the management becomes largely 
mechanical and lacks the interest that arises from a situation in 
which a new problem is presented every day and in which each 
new problem requires a different combination or sequence of 
utilization of facilities available and therefore a new and distinct 
plan of work and a constantly changing character of supervision 
in a productive sense. It would seem that the management prob- 
lems under these latter circumstances are of a higher order and call 
for a higher order of engineer and executive in an operating sense. 

Our conclusion is that we should build as strong as we require, 
but that we should not overdo it. We should not put in organi- 
zation and system for the sake of it. We should make it utili- 
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tarian—adapt it to conditions. We should not have people about 
for the purpose of carrying titles or receiving salaries, or con- 
forming to an arbitrary, rigid type of organization, or for the 
purpose of interpreting an unnecessarily elaborate system. The 
simplicity of the problem should be reflected in the simplicity of 
the organization and system, and complex organization and sys- 
tem should be resorted to only where the complexity of the prob- 
lem demands. The ultimate cost of administrative effort is a 
measure of the adaptability of the organization and system to the 
problem. Modern business demands of managers and manage- 
ment mechanisms, or organizations and systems, higher efficiency 
and lower costs. 
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Centralization versus Decentralization in 
Management 


By Epwin G. Rust 
Industrial Engineer, Philadelphia 


ET us understand by decentralization, diffusion throughout 
the personnel, as far as practicable, of the active principles 
or motivation of the organization. These active psychological 
principles are perception of purpose, responsibility, authority, 
initiative, interest in the outcome of the enterprise as a whole, 
together with an understanding of the social value of the enter- 
prise. The application of these principles is materially affected 
by the mechanical arrangement of the organization, but decentral- 
ization must have a broader meaning than the mere arrangement 
of component parts. 

Mechanically speaking, organization of management is the 
harmonious marshalling of the functions of management and the 
codrdination of the activities of its different elements for the pur- 
poses of production. The mechanical influences tending towards 
centralization, or towards decentralization in management are 
largely affected by the questions of size and complexity of the 
undertaking. Decentralization of management in a very small 
shop is hardly possible, and is certainly not desirable, while over 
centralization in management of a very large manufacturing 
industry may be highly undesirable. 

‘In the early days of industry organization was a simple matter, 
but as manufacturing developed from household industry and the 
small individually owned and managed shop, with its unspecial- 
ized labor, to the complex relationships of the elements of modern 
large scale production with its specialization of labor and sub- 
division of processes, organization of management has become a 
matter of most serious concern to the leaders and organizers of 
productive enterprises. 

¢Centralization and decentralization are opposite and balanc- 
ing conceptions and the center of gravity of an organization lies 
intermediate between the two extremes, now approaching one, 
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and then the other. The nearer the center of the organization 
approaches the ideal mean, the less becomes the friction of its 
operation. 

I should like to emphasize that the center of purpose of an 
organization must lie outside of, and beyond itself, that an organ- 
ization is not an end in itself, but a means to an end. It should 
not evolve as a conscious effort to establish this or that type of 
organization viewed merely as an organization, but must be con- 
sidered first and last in its relations to the particular conditions © 
and circumstances of the enterprise. One should by all means 
avoid the mistake of endeavoring to adapt too much his pro- 
ductive effort to a theory of organization or of management. 

Too many organizers of industry proceed on the basis of a 
theory of management which they may have known to have been 
applied elsewhere, being unconscious of the fact that what may 
be a good method under one set of conditions might, under differ- 
ent conditions, proves disastrous. 

Nothing discourages capable and experienced men more than 
to be “hamstrung” by the organization fantasies of some enthu- 
siast blindly following a theory of management which is ill 
adapted to the particular conditions, and perhaps, impossible for 
any conditions. 

Purely decentralized or centralized managements do not exist, 
and we may consider practically all industrial organizations as a 
complex combination involving both the centralized idea, and the 
decentralized idea of management. In fact, it is doubtful if the 
balance between the two conceptions is consciously arrived at in 
any case, but is effected by the play of ideas applied to the solving 
of organization problems as they arise, and the adaptation of 
methods to conditions. 

There are some general considerations which should apply to 
all cases: 

(1) Central control, with the end that uniform policy and dis- 
cipline shall be maintained, and the activities of the different 
departments shall be properly codrdinated. 

(2) Decentralized and delegated authority and responsibility 
to the end that initiative shall be encouraged, and that special, 
local and emergency conditions can be met on the best terms. 

It has become the fashion with some to think that the initiative 
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and brain work should be centralized at the top and that merely the 
manual or physical execution of the work should be left to the 
workmen. In this connection, one important fact should not be 
lost sight of, a fact of most vital importance in industry, namely, 
that the work should be interesting to the workmen. 

(There is nothing so destructive of happiness and contentment 
as the deadly daily monotony of uninteresting and uninspiring 
work. How to make the daily work interesting and inspiring to 
the workmen is the really great problem of the organization of 
industry. To organize a factory or department from the stand- 
point of greatest efficiency as a purely productive undertaking, is 
one thing; while at the same time, to meet the spiritual and mental 
needs of the workers it becomes a very different proposition, but, 
nevertheless, this is the vital part of the problem. Purely manual 
work requiring no play of intellect can under no circumstances 
appeal to the interest of the workman. He must feel an interest 
both in the method and the result; he must find exercise and 
play for his mind and his imagination. Many men of independent 
power work because they like to work, never realizing that the 
reason they appear more industrious and efficient than some 
others is that they have the privilege of choosing work that 
interests them, while, at the same time, it may not have occurred 
to them to give any thought to the question as to whether or not 
the work of the subordinates is made as interesting and inspiring 
as possible. 

Organizations seldom spring, Minerva like, full grown from the 
head of the executive, but develop and change as the need arises 
or with the growth of the undertaking. A well balanced organiza- 
tion with a given personnel may require to be materially modified, 
even with a minor change in personnel. It should be the duty of 
the central control or head executive to maintain a vigilant eye 
upon the organization, and at the needed moment increase or 
decrease the centralizing factor. It may be, too, that the 
severity or character of the functions will materially change, and 
a delegated or functional task which was formerly not beyond 
the capacity of a subordinate, will require to be subdivided. 

The most important thing about an organization whether cen- 
tralized or decentralized is the spirit in which it is conceived 
and carried out. 
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There is no place in management for the autocrat, and there 
rightly never has been. A natural autocrat might set up theoret- 
ically a most excellent and highly decentralized organization, but 
under autocratic administration it would in effect, be highly 
centralized in its operation. It is vain to delegate responsibilities 
and authorities while at the same time nullify them by autocratic 
administration. The autocrat lives, breathes and exists only 
through fear of his subordinates, and nothing so paralyzes the 
faculties as fear. Such an executive is not likely to profit by the 
loyal support of his subordinates, or to receive helpful suggestions 
and advice from anyone; a result fatal to the development of an 
efficient and effective organization. 

On the other hand, even the proverbial one-man plant will 
function admirably under the administration of certain types of 
men. One who takes his subordinates into his confidence, seeks 
suggestions and advice, and, by making all spiritual partners in 
the enterprise, builds up an esprit de corps and morale which can- 
not be surpassed for effectiveness, efficiency and contentment. 
In fact, while mechanically of a highly centralized type, this is 
psychologically a decentralized organization. 

I do not wish to give the impression that one-man management 
is desirable. Its objections are too obvious and well known to 
warrant discussion here. It is desirable, however, that the dis- 
tinctive virtues of the personal “‘one-man management,” should 
be realized in every organization as far as possible. I refer, of 
course, to the sympathetic and mutual understanding and per- 
sonal touch which should exist between the executives and the 
workmen, especially those workmen occupying the less skilled 
positions and whose work from the nature of the case is least 
interesting and inspiring. Even the “pick and shovel” men 
receive inspiration from proper manifestations of interest in their 
work, their reasonable comfort, fair treatment and general well- 
being. 

The manager should not detach himself too much from the rank 
and file of the organization. He should “decentralize himself” 
and by kindly and courteous contact with the men, as far as 
possible, make himself the medium through which a message of 
good-will and interest and respect is constantly conveyed to 
them as well as impressions of the ideals and purposes of his and 
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their joint efforts as fellow-workers in the productive enterprise. 
He occupies a position of peculiar advantage. His work naturally 
is full of purpose and inspiration and he should see to it that he 
shares with all in the organization, as far as possible, those things 
which lend zest and satisfaction to the day’s work. 

Decentralization means differentiation, not disintegration. 
The more attenuated an organization the more it must be knit 
together by some strong gravitating influence. The more an 
organization is decentralized the more important become the 
functions of central control, as knowledge of general conditions 
and the formulating of policies can only come from the top. 
The manager or executive delegates to departments discretion 
only as to their departmental activities and these departments 
must be constantly guided in those things which are a matter 
of general policy and which can only be determined from a broad 
knowledge of external conditions. 

Every conception of management on a scale of any magnitude 
should embody a central control with, as far as possible, a decen- 
tralized functional organization, but the vital thing is how the 
control is exercised. It should be based on a broad psychological 
conception, otherwise the organization becomes crystallized and 
lacks “punch” and spirit. 

Knowledge acquired at the top from external conditions and 
the determined policies of the business should not be “pigeon- 
holed” for the exclusive consumption and inspiration of the 
board of directors and manager, but as far as reasonably practi- 
cable, should be diffused among the personnel, along with the 
ideals and purposes of the enterprise, as well as information as 
to its general success or failure in its primary object and strug- 
gles so that the workmen can participate in the inspirations 
of success as well as share in a sense of responsibility for 
failure. It is participation in these things which lends interest 
to collective enterprise. Imagine a professional ball team playing 
game after game and never knowing the score and receiving inspi- 
ration from their money compensation only, and yet this is to a 
certain extent the position which has been forced upon labor in 
the past. 

The old idea that the worker’s interest in productive enter- 
prise begins and ends with his wages must give way to a more 
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enlightened policy. Formerly economists believed in some theory 
of a fixed and immutable wage fund. There is a wage fund in 
the sense that labor cannot obtain more than it produces and, 
therefore, labor is vitally interested that production should, 
with a given effort, be maintained at a maximum. We must 
bear in mind that this has another aspect, however, than the 
efficiency of labor i. e. the efficiency of management. 

Many wonderful examples of organization are provided by 
nature, which embody a balance between centralization and 
decentralization, conspicuous among which are the biological 
organisms with their voluntary and involuntary functions. These 
organisms of nature were developed by evolution, and evolution is 
a vital factor in the development of industrial organizations; so 
much so that it is important to avoid establishing too hard and 
fast a conception as to the exact detailed form the organization 
shall assume, as it must possess within itself the elements of 
growth and change in order to adapt itself to changing conditions. 

Central control does not necessarily mean that all the elements 
of control are centered in a single individual, but that the execu- 
tive controls broadly the purposes, policies, object and direction 
the business takes, and that all functions below him which have 
been delegated should, in so far as he is concerned, be automatic, 
with means provided so that he will be promptly cognizant of any 
failure or disarrangement of the functional processes. Further- 
more, he must have means of knowing the degree of efficiency of 
the operations according to definite standards of requirements. 

Consider the old simple form of shop organization of moderate 
size where the activities of the whole shop are directed in detail 
by the single foreman. Control is highly centralized in the fore- 
man as well as the detailed direction of the work. The functional 
operations, however, are decentralized in the workmen. Each 
workman solves his individual problems according to his individual 
ability and experience with limited help and direction from the 
foreman. The work is further centralized if, as is often the case, 
the foreman is his own material man, does the routing, rate 
setting and shop engineering. 

With slight modifications and extensions, the above represents 
the method of organization of hundreds of our shops and factories 
today. Whether consciously or unconsciously, such an organi- 
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zation presupposes as a necessary requisite that the superintendent 
or foreman is an exceptional man, as only a very exceptional man 
could efficiently perform all the various functions required of 
him, and in many cases even the most exceptional man could 
not do justice to the situation. 

Factories, in many cases, started from a small beginning and 
were supervised in all departments by the individual owner. The 
undertaking was too limited to warrant any extension of organi- 
zation; the growth was gradual, the owner’s vision became 
obscured by lack of perspective, it was hardly to be expected that 
he would appreciate when the moment had arrived that he should 
avail himself of an organization. Or perhaps his well developed 
sense of thrift, so necessary in an infant industry, had become 
over developed. In many cases where the control of an en- 
terprise has descended to a younger generation the new owners 
are obsessed with the idea that the old way which had been suc- 
cessful in the past could not be improved upon; in other cases, 
the condition is due to laziness or the dislike of change, or lack of 
appreciation of social obligation, realization of which is only pos- 
sible with efficiency in production. 

While many of the older industries are suffering from the 
effects of habit and inertia, newer industries have sprung up 
around them and being free from such retarding traditions have 
quickly developed more efficient and effective organizations. 

During the past twenty years the integration of productive 
enterprise has proceeded at a tremendous rate. The primary 
object no doubt has been commercial strategy and the elimina- 
tion of cut-throat competition. It has generally been thought 
also that by combining factories and other means of production, 
such as raw materials, and by the opportunity offered to take 
advantage of shorter and more direct freight hauls both in the 
shipment of raw materials to the factories and in the distribution 
of the finished product, material economies in production and 
distribution would be effected. 

The integration of individual productive enterprise into the 
factory system began over a hundred years ago while the consoli- 
dation of factories into large combinations under more or less 
centralized control and management is of comparatively recent 
origin. This development has primarily been made possible by 
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the development of machinery and the modern development of 
devices which are comparatively mechanical in nature, such as 
improved methods of transportation, communication, accounting 
and finance. 

One of the most potent circumstances attending the consoli- 
dation of business through the bringing together under one con- 
trol of several factories, was purely accidental in character, and 
probably contributed more than anything else to the earlier 
successes. I refer to the fact that each subsidiary plant or 
factory was self-contained in its organization and thereby auto- 
matically brought about a decentralized organization of the 
whole undertaking. 

No doubt the success of large consolidations of detached and 
independent factories necessarily with decentralized management 
under centralized control representing integrations of great mag- 
nitude has led many organizers of industry to fail to appre- 
ciate that there may be reasonable practical limits to the size 
which can be efficiently and effectively realized in a centralized 
organization. 

It might be stated as an important principle of organization 
that the more productive enterprise becomes integrated, the more 
the management must become decentralized and functionalized. 
By functionalized, I do not refer to that kind of shop organization 
which is operated under functional foremen, the primary con- 
sideration of which is neither centralization nor decentralization, 
but is concerned with the most effective utilization of the time and 
physical energy of the individual workman. By functional organi- 
zation I refer to specialization in departments and supervision, 
subdivision of authority and responsibility, according to functions 
in the processes of production. 

The effective limits of centralized organization are usually iden- 
tical with the limits of the capacity of the individual manager or 
executive and for this reason this policy in organization, whether 
pursued consciously or unconsciously, has led to dependence in 
many enterprises upon the exceptional man. 

It must be remembered that the development of all democratic 
institutions is away from the domination of and dependence upon 
the exceptional man. In fact this has been the history of the 
development of all science. The real purpose and object of science 
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is so to develop and epitomize facts, invention, experience and 
knowledge, as to make them available to the average man. Watt 
invented the steam engine, but the science of thermodynamics and 
of the steam engine has so developed this art that we are no longer 
dependent upon exceptional men of the genius of Watt to 
design and construct the steam engine in the forms of its best 
development. 

I do not mean to state that the science of industrial organiza- 
tion has reached that state where we are independent of the excep- 
tional man. But the tendency will continue in that direction and 
will more and more approximate to that condition leaving it to 
the efforts of men of genius eventually to carry it forward to the 
forms of its still higher development. Exceptional men are rare 
and it is folly so to organize a comparatively simple industrial 
proposition on lines which overtax the capacity of the average 
man when such procedure is unnecessary in the light of the present 
advancement in the field of industrial organization. 

A very important agency is the development of the staff or- 
ganization by means of which the work of an expert character is 
functionalized and then decentralized. 

Persons who have been employes of the government have 
chafed under conditions that seemed to them to place unneces- 
sary restraints upon their functioning to their capacity and where 
it seemed that men were not chosen to fill positions of responsi- 
bility on the principle of selecting the men best qualified for the 
service. The explanation probably rests in the fact that the gov- 
ernment so organized its work, perhaps unconsciously, as to meet 
the capacities of men below the average, responsibility for which 
must be laid to our democratic political system of choosing gov- 
ernment employes. These conditions make it imperative that 
the most able and experienced organizers should manage govern- 
ment departments. 

Organizers of productive enterprises should realize that the 
limits of extension in centralized organizations are soon reached 
while decentralization permits of extension to any reasonable 
limit. Not only is it important to consider the reasonable limits 
of centralization in the general organization of a whole industrial 
undertaking, but the reasonable limits to the extension of the 


individual departments, must also be recognized. Departments 
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can become so extended as to be unwieldly and beyond the capac- 
ity of even the exceptional man to supervise properly. The 
complexity and magnitude of the work may become so vast as to 
reach beyond the possible mental vision and perspective of the 
departmental executive and may require further decentralization 
by departmental subdivision subject to a local or secondary central 
control. We are all more or less familiar with existing depart- 
mental organizations which are so extended that efficiency is im- 
possible to realize and the only cure for which would be decentral- 
ization to whatever extent the conception could be applied. It has 
become a habit in this country to attach great dignity to mere size 
regardless of the form and texture and unavoidable unwieldiness 
and inefficiency. 

A discussion of the organization of management would be 
incomplete without some consideration of the requisites of the 
executive or manager in whose hands to a great measure is placed 
the destinies of the organization. The workers’ and the public’s 
interests are immediate and not remote and must be recognized 
as a paramount and present claim in the scheme of industrial 
organization. ‘To this end men must be placed in charge of indus- 
tries whose minds and ideals have reached some degree of mature 
and definite development and conviction as to the social value 
and obligation of business. 

The organizers of industry should see to it for instance that the 
manager possesses a real labor policy. That he knows something 
about labor in relation to its needs and reasonable rights, that he 
knows something of its history in its struggles through the gen- 
erations from serfdom to political and industrial rights. He 
should have some comprehension of the power of labor when con- 
trolled by united action and realize that it is the vital force of 
production and it must not be systematically thwarted when its 
vital interests and rights are at stake, but must be sympathetically, 
intelligently and understandingly guided, not in the direction of 
the supposed best interest of capital but in the direction of labor’s 
own best interest which will in the end be the best interest of all 
humanity. 
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In the development of this section on Personnel the effort has 
been made to interpret the words broadly enough to include all 
those carried on the payroll—managers, foremen, as well as the’ 
rank and file of other workers with hand and brain. We believe 
that in the industry of the future it will be expedient to emphasize 
the bases common to such jobs as, for instance, the president and 
the worker at the bench. The fact that two such employes 
perform different functions in behalf of a common enterprise is 
no argument for looking upon them as different varieties of human 
beings. Such assumptions in the past have led us into error. 

The word Personnel has come to smack too much of welfare 
work. Welfare work has of course not been without its usefulness 
in the building up of American industry. But in so far as it has 
been imposed from the top and as a dole it will find no permanent 
place in the science of industry. The struggle must be in this as 
in every other phase of industry to have action not only based on 
truth but motivated from within the hearts and minds of the 
individuals affected by it. The problem is not so much to teach 
people to acquiesce in receiving as to build them up so that they 
will want, and even demand, those things which make for a virile 
and self-reliant industrialism. 

We had planned one other paper for this section which partly 
on account of considerations of space we have been forced to omit. 
Its subject was to have been Working and Living Conditions for 
the Workers. We were the more willing to dispense with this 
particular paper in view of the very comprehensive treatment 
which the topic has received in several recent volumes of The 
Annals. 

We have been very fortunate in the papers we have secured 
describing the various methods by which the organization of the 
workers is accomplished in these days when this phase of industry 
holds the center of the stage. In the article on the Amalgamated 
Clothing Workers of America by Judge Moses we have an au- 
thoritative picture of a union which is audacious, powerful, closely 
knit and frankly stands for a radical re-organization of society. 
That its leadership has won to a very large extent the confidence 
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of the employers of the clothing industry is simply a mark of an 
unusual time. 

It will be noted that of the two descriptions of so called “com- 
pany unions’”’—the Midvale and the P. R. T.—one is written by 
a representative of the workers and the other by a representative 
of the management. A peculiar interest attaches to the story of 
the gradual enlargement of the worker’s share in the conduct of 
the Consumers’ Ice Co. of Detroit as is evidenced by their 
increasing representation on the Board of Directors until today 
they have an actual majority. The responfibility for this unique 
development is clearly shown in Mr. Brown’s paper. 

John Leitch’s plan for Industrial Democracy has a great deal in 
it to fire the imagination of an American. It has already accom- 
plished much good and doubtless is in for quite widespread adop- 
tion. The accomplishment of all that it claims to accomplish 
would be nearly a perfect goal for that type of manufacturer who 
would be willing “‘to concede a good deal to labor”’ if in return he 
could have the assurance of “peace.” It would be unfortunate, 
however, in the opinion of the editor if because of any general 
adoption of this plan the models and mechanisms by which we 
have achieved some measure of political freedom should come to 
be considered as necessary to the accomplishment of our indus- 
trial freedom. We will be barred out from the higher reaches of 
efficiency if, for instance, we must institute in industry all the 
detailed checks and balances which have hung like mill-stones 
about our political life. To borrow an inspiring thought from 
Helen Marot it is participation and not representation which will 
bring about the ultimate democratization of industry. 

Major Boyle’s theories appear to run counter to much present 
day thinking. We certainly have gone too far in the direction of 
a mechanistic treatment of all employment problems. Industry 
needs to have injected into it more and more of the human-ness 
which Major Boyle advocates. But in so far as the author utilizes 
the old fashioned foreman for the execution of his program we 
believe he depends on an already overburdened reed. The day 
of the single foreman is gone. In the development of an efficient 
functional foremanship industry has a pretty task. 

In studying these various schemes for the organization of the 
workers one must be careful not to place too much confidence in 
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the form of the organization. Almost any one of them may be 
the means in accomplishing all that it is desirable to attempt to 
accomplish in any given time. On the other hand there are 
reasons for believing that almost every plan that has been sug- 
gested is somewhere being used to thwart legitimate aspirations 
for—to use President Wilson’s expression—* genuine democratiza- 
tion of industry, based upon a full recognition of the right of those 
who work, in whatever rank, to participate in some organic way 
in every decision which directly affects their welfare in the part 
they are to play in industry.” 

An employer who is desirous of accomplishing these great pur- 
poses can realize them under almost any plan. But no plan 
can effect them unless it is vitalized by high purpose and great 
determination. 

The one indispensable element in the upbuilding of satisfactory 
industrial relations is confidence. To create it where it is non- 
existent is frequently an heroic task. To safeguard it and carry 
it to new levels will be the high enterprise of the industrial states- 


men of the future. 
Morris LLEWELLYN CooKR. 
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The Selection, Discipline, Training and Placing of 
Workers 


By James M. 


Advisory Industrial Engineer Consolidation Coal Company, 
Fairmont, W. Va. 


[ the following words on the selection, discipline, training and 
placing of workers, I shall deal in generalities to a great 

extent, as I believe we have all gone too far into details in our 

consideration of the handling of workers in industry. 

It is now the style to deal in nicely differentiated classifications 
on all subjects. We talk very scientifically in parlors and pul- 
pits nowadays, and many of us have no hesitation in wandering 
long distances either way from the decimal point. “We must 
try not to get too far to the east of the decimal point with our 
first significant figure when we are operating in the human 
equation. 

My slight experience leads me to believe in simple ways and 
manners in dealing with men and women of all social grades, and 
I find that the workers are not at all different from “‘home folks” 
if we treat them as such. 

We workers must find ways to get into closer human touch with 
one another, The wonderful benefits of education are being 
more and more widely spread, and now is the time for all to try 
to work out good clean and happy solutions of the many remain- 
ing perplexing industrial problems inherited from the past. All 
of the harmful barriers of convention and precedent that now 
keep many of our fellow-workers from the enjoyment of good 
happy lives in this land of plenty must be torn down. 

Industry, as our civilization knows it, must invariably have 
three partners in its firm: money, brains and brawn. The fruits 
or profits of industry will be fairly divided and paid back to the 
three partners as soon as we, in our seemingly stupid awkward- 
ness,‘ learn how it may be done. Those who have the good 
fortune and great privilege to be guiding the industries of this 
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country, must see it as a human problem which can be well and 
happily solved if it be treated simply and sympathetically. 

Let us acknowledge that as the run of mind of us can scarcely 
handle mathematical problems of three variables, we probably 
cannot settle the human problem of a thousand variables with 
numbers and slide rules and long words. Let us try common 
sense methods and we shall not fail if we keep our ideals high. 
Let us try to help all of the partners in industry to learn and to 
understand the simple rules of economics which bound the 
domain of industry, and outside of which industry and its three 
partners cannot live. 

In the greater number of industries, especially in plants working 
less than one thousand men, the finding of good workers is by the 
hit and miss method. Usually it is only the larger organizations 
that can afford to maintain special departments systematically 
to select workers. In many of the larger industrial plants the 
processes of selection, being inherently wrong, fade rapidly to low 
stages of dethargic efficiency, soon after being launched by the 
enthusiastic scheme inventor. Usually they are then re-vitalized, 
or should I say re-systematized, by red tape artists. These 
gentlemen traffic in complicated curves, weird rating scales and 
elaborate multicolored forms which when brought down to earth 
often amount to little more than very indirect methods of card 
cataloging. 

The functionment of human beings is very complex, and prob- 
ably can never be even reasonably well understood by cold cal- 
culators. The best selection method from all standpoints is to 
let the applicants for work “‘sell themselves” by direct personal 
appeal to the foreman under whom they are to work. Let him 
take them on trial. A well trained, responsible foreman will keep 
the ones he wants and will know how to direct the others into the 
arms of one of his fellow-foremen, or out through the front gate 
of the plant, as may be best for all concerned. 

Let the applicant select his own job; show him a simple card 
with big print outline description of the work done in each depart- 
ment; help him to choose; tell him what a fine man the foreman 
is (don’t have a foreman who is not a fine man). 

When the applicant decides, tell him which fifteen minutes of 
the morning and afternoon each day his chosen foreman devotes 
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to hiring new men, and give him an appointment card which will 
get him into the shop with a boy guide right to the foreman’s 
desk. Leave it to the foreman—you have to in the last analysis. 

The proper object of each department or sub-department in a 
shop is to do its part of the whole work as well and as economically 
as possible. 

It is a very simple thing to keep cost accounts and statistical 
data which will show the group efficiency of the workers under 
any foreman. Show your foremen these data and praise them 
for their able selection of workers. Let the foremen help each 
other by giving and taking workers from one another when 
necessary. 

Issue a neat booklet describing the town in which the plant is 
located. Tell about the shop and its output and give the names 
of all foremen, inviting competent workmen to call or write— 
they will. Encourage men in the works to send these booklets 
to their friends. Offer through advertisements in city papers to 
send the booklets to any address. 

In a word, select your workers by the ordinary common sense 
method of clean cut, personal contact between the man who will 
rank next above the applicant and the applicant himself. 

The best way to maintain discipline in industrial plants varies 
as to details with the grades of intelligence encountered. In 
general it calls for the fixing of a few simple, reasonable rules of 
conduct, and the development of a sense of self-respect in the 
workers. 

In any group of men there are a few who stand out above the 
others in the matter of dignity and self-respect. The other men 
are usually just as willing and ready to abide within the limits of 
fair and reasonable rules of conduct, but have not had the bene- 
fits of as good home training, and so are superficially unruly. 
They must be guided, and will almost always willingly follow the 
better man’s lead. 

- A plan which I recommend is the appointment in the factory of, 
originally, about five per cent of the personnel with the rating 
“First Class Workers.’’ These men should be selected for their 
competency, dignity and self-respect, and should be chosen from 
all departments of office and works. They should include the 
works executives and officials. Once established they should 
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elect new members to their rating by vote, each department group 
electing its own additions. The First Class Workers should be 
encouraged to keep their standards high, but at the same time 
to elect as many members to the rating as possible. 

These men should have special duties and prerogatives, such 
as countersigning passes to the works after hours, admittance as 
“audience” to foremen’s technical conferences, meeting distin- 
guished visitors to the plant, being deputized by their foreman in 
matters of department trust and responsibility, consulted as to 
plans and specifications for new machinery and facilities, etc., etc. 

There should not be an officious interference of one class of 
workers with the functions of another class. Let the treasurer run 
his check books, the screw machine operator his automatics, the 
directors their business affairs, and the fireman his boilers. Don’t 
try to run business like the army in Hayti—all generals—it may 
work as a matter of gold lace display on the parade ground, but 
it won’t work in the Battle of Bread and Butter. 

Questions of discipline should be referred to the standard of 
the First Class Workers’ conduct for appraisal. 

The training and placing of workers is also more or less of an 
individual problem with each industrial organization, and must 
be considered with intelligence and common sense. 

Training in the shop means simply letting the young worker 
actually experience by doing with his hands and head all of the 
operations in his department. The already expert, experienced 
workers (excepting the jealous grouches) are the best teachers 
and will help the young new-comer if there is a real demand for 
new-comers. Show him why there is such a demand. 

Young people learn readily, and those who are ever going to 
develop in a given line show satisfactory evidences to a compe- 
tent foreman at once. Don’t keep a failure on any work—it’s 
hurtful to him. Have your foreman induce the young men 
workers to study after hours. The difference between twenty 
dollars and forty dollars a week to many a man was found in 
three sessions a week at night school for a year or two. 

Young men in the mechanical industries can be readily induced 
to attend night schools. The night school work of all young men 
in any given department should be followed by the,foreman of 
the department just as an intelligent father would follow his son’s 
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work; and for the same reason, let it be known,—with a kindly, 
sympathetic interest, looking forward to the advancement of the 
young men through the department and as far se ites in the 
work world as the boys can go. 

It may be said that some labor will not respond to such kindly 
interest and surveillance—I have yet to meet that kind of man. 
Naturally if industries try to handle such matters through cold 
outsiders, not a part of the workers’ working fraternity, they will 
succeed about as well as the proverbial over-busy business man 
who trys to love his family by machinery (automobiles, yachts 
and lap dogs)—it can’t be done. 

The immediate ranking superior of any worker should be his 
mentor and guide as far as may be, and should in such capacity 
represent the executives who in turn are the stewards of the 
owners, the stockholders. This spirit if properly and honestly 
developed will produce wonderful results; it is simple and as old 
as the hills. 

Training older men in the shop is very difficult, due, often, to 
their false pride and insistence on their own personal ideas and 
methods. Patience, intelligence and time must be the tools of 
the foreman in this job, and he will go far if he follows the Tele- 
phone Company’s advice and keeps a smile in his voice. 

The out of shop training of the older workers is also not so easy 
as with younger men. The older men have their family affairs 
after hours and are also more likely to be fatigued by the day’s 
work. It would be profitable, I am sure, for most industries to 
try to develop these workers a little past the point to which their 
ordinary day’s work carries them—and here again I would urge 
doing it in the name of the foreman or superintendent. 

For example, a moving picture exhibition on the foundry floor 
after hours, to which all the foundry men and their wives are 
invited, will show them “how other plants do it.” Funny films 
make a holiday performance of it. Have the best talker of the 
sales force on the “platform” and let him sell the plant output 
back to the men who made it. Let the metallurgist explain some 
of his micrographs and be prepared to answer embarrassing 
questions. Have some sort of a “community meet” for each 
group once or twice a month, and as far as possible mix fun with 
the instruction, and include the wives of the men once in a while. 
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At all contacts between workers keep the simple, fundamental 
facts of economics in the forefront. There are myriads of people 
who believe purses may be and are made of sows’ ears—and that 
the secret of that highly lucrative performance is being hidden 
from them. Intelligent, trained workers will greatly help the 
less fortunate ones to see the real ins and outs of such purse 
making. 

Ambitious workers usually “place” themselves. The good 
ones among the less ambitious must be helped and encouraged to 
go up. Some men are too modest to suggest that they be pro- 
moted to better jobs, and others are afraid of the jealous opinions 
of their fellows. They must be tactfully sorted out, and no man 
should be allowed to work much below his maximum mental 
capacity. 

This sorting generally calls for the action of the foreman at 
least two grades above the worker. The immediate foreman 
naturally wants to keep his best men, both because of the workers’ 
efficiency and because of his friendship and familiarity with the 
men. A tactful superintendent who knows how to appreciate 
and praise his foreman for developing such good workers has only 
to say the word in most cases of this kind. 

It seems to be impracticable to go far with record systems in 
placing workers, especially in shifting men in the organization. 
Certain simple control records of workers should be kept prin- 
cipally for their protection against jealousy and the like, but in 
the actual size up of each proposal for change or promotion a few 
words between the foremen concerned, in the presence of a head 
foreman or assistant superintendent costs less and is better and 
fairer for all. 

People are instinctively selfish of their own interests, and will 
fight to work in the light so that they may see things clearly and 
be sure they and their families who depend on them are not going 
backward in prosperity. My contacts with some of the leading 
men in this country, captains of industry in heart as well as mind, 
let me know they are working for exactly the same thing the 
worker wants—prosperity, self-respect and contentment. These 
men would have no trouble with any of the workers if they could 
work with them personally. But that is impossible and so they 
must trust to the personal touch of their lieutenants—not the 
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maudlin sentimental “welfare” touch of the opportunist—but 
an honest, sympathetic, brotherly relationship which every up- 
standing man appreciates and values highly. 

The ablest workers in our industries are toiling day and night 
in the development of future plans to advance properly the status 
of their fellow-workers, and to divide fully and fairly the profit- 
able results of their efforts between the three inseparable partners 
of all industry: money, brains and brawn. 


| 


Wages, Hours and Individual Output 


By N. I. Stone 
Labor Manager, Hickey-Freeman Company, Rochester, N. Y. 


Tue Economic Law or WaGES 


| oe question of compensation is inseparable from the general 

wage problem. Limitations of space preclude a discussion 
of the theory of wages and those interested in the problem are 
referred to standard theoretical works on the subject. Nor would 
the theory of wages as developed by economists be of much 
practical aid for the purposes for which this volume is published. 

The Marxian theory, which is held by the Socialists and is the 
ultimate logical elaboration of the classical theories of Smith and 
Ricardo, holds that wages are determined by the cost of main- 
taining a worker and his family at the standard of living prevail- 
ing in society at a given time. As the standard of life is, however, 
a very elastic quantity varying greatly among different groups of 
workers living in the same country and in the same period, the 
Marxian theory, whatever its theoretical merits, is of little prac- 
tical value for our purposes. 

At the other extreme of economic thought is the “marginal 
utility”’ theory which is today the accepted theory in our schools 
and universities. According to this theory, the rate of wages is 
determined by the “marginal” or ultimate utility or productivity 
of labor, that is to say, by the specific contribution which the 
last available laborer makes to the necessary product of society. 

The two theories really supplement one another, and mark the 
limits within which wages fluctuate in actual practice under the 
varying and interacting influences of supply and demand. Under 
the most unfavorable combination of these two factors wages 
cannot permanently remain below the prevailing cost of living 
of a workman’s family without disaster to the workers as well as 
to the entire economic structure of society. On the other hand, 
wages cannot permanently rise above the value of the product 
contributed by labor, since no industrial enterprise, be it large 
or small, could survive in the struggle of competition, if it con- 
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tinued for any length of time to pay out more in wages than its 
labor force has contributed to the value of its products. 

Between these two extremes there is an endless gradation of 
rates of compensation determined by a variety of circumstances, 
among which the supply of and demand for labor, the prevailing 
cost of living, the productivity of labor and, last but not least, 
the strength of labor organizations exercised in collective bargain- 
ing, play the chief part. 


The process of “bargaining,” in a broad sense is the most — 


conspicuous factor in wage determination. The bargaining may 
take the outspoken form of a bargain driven between a single 
employer or an association of employers on the one hand and an 
individual workman or a workmen’s union on the other; or it 
may be disguised under the form of a workman hunting a job 
and accepting what he is offered when the supply of labor exceeds 
the demand or, vice versa, of employers scouring the market for 
labor and paying what the workman demands when the demand 
for labor outruns the supply, as was recently the case at the height 
of war activities. In either case the bargaining process goes on, 
with labor handled as any other commodity, the buyer (the em- 
ployer) trying to get his commodity as cheaply as he can, and the 
seller (the workman) striving to obtain the highest possible price. 

Were the analogy between labor and any other commodity 
complete, there would be nothing further to be said on the sub- 
ject. The similarity between labor and other commodities, 
however, ends at this point. For, while the seller of an ordinary 
commodity parts with it as soon as he has delivered it to the 
buyer, the seller of the commodity known as “labor”’ is insepar- 
able from it. It is from this circumstance that all the perplexities 
of the modern labor problem spring. And it is to the failure on 
the part of employers to take this fact into account that most of 
the “labor troubles” can be traced. 


Waces anp LaBor Cost 


Even in buying ordinary commodities we have learned that 
the lowest priced article is not necessarily the cheapest. An 
experienced buyer will consider not only the price he is asked to 
pay, but also the quality of the article he is getting in the bargain. 
Unless the article is a staple commodity absolutely standardized 
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under market requirements, such as wheat or pig iron, the lowest 
price will not necessarily mark the most economical purchase. 
A suit of clothes made of shoddy, though looking exactly the same 
as one made of virgin wool, will not last as long and, though sell- 
ing at a much lower price, will prove the more expensive of the 
two, when the price paid for each suit is divided by the number of 
months of wear each gave. 

This elementary truth is recognized by every experienced 
employer and foreman in comparing the usefulness of different 
employes; the worker who possesses superior skill or, who with 
the same skill works with greater speed, is always preferred and 
is readily offered a higher wage than the prevailing rate for 
workers of average speed or skill. But that the same labor force 
can be made cheaper by raising its wages or shortening its hours 
of labor, or both, is still an unknown fact among the great body 
of employers, superintendents and foremen, and, when stated, is 
regarded with distrust and with doubt in the practical wisdom 
of the man who advances this view. Yet, it has now been accep- 
ted as an elementary principle of the science of management 
among industrial engineers. 

Stated baldly, the proposition that high-priced labor is cheaper 
than low-priced labor, and that shorter hours are more produc- 
tive than long ones sounds like a paradox. If that be true, then 
the age-long struggle between capital and labor for higher wages 
and shorter hours has been the most tragic misunderstanding 
in history in which the employers have wasted millions of dollars 
and countless lives fighting against their own interests; while 
labor, trying to improve its own lot, has unwittingly fought for 
capital’s best interests, trying to save it from its own folly. 

As an industrial expert has well put it in a leading magazine 
devoted to industrial management, “it is the inefficient manu- 
facturer who bewails most the size of his payroll. The efficient 
employer should pray for wages so high that his less efficient 
competitor will go out of business.”’! 

The misunderstanding is easily explained. All things remain- 
ing equal, the higher the rate of wages, the greater the labor cost 
of the manufactured product. This is perfectly logical, but rests 
on the false premise that all things remain the same when a 

1W. R. Bassett—Have We Reached the Limit of Wages? Factory—February 
1919, p. 255. 
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change in wages occurs. As a matter of fact, they seldom, if 
ever, remain unchanged. The mere increase in wages will not 
of itself produce the miracle, unless labor is so underpaid as to 
cause the workers to be poorly nourished, inadequately clothed, 
and housed under unsanitary conditions. In that case a substan- 
tial increase in wages which would enable them to eat nourish- 
ing food, wear clothing that will protect them against inclement 
weather and live in warm, light rooms in healthy surroundings 
will of itself improve the condition of the individual worker as a 
producing machine so as to increase greatly his productivity. It 
is but a common sense application of the rule which prompts a 
sensible man to feed his horse oats, instead of keeping it on an 
exclusive diet of hay and to provide well sheltered, clean and 
sanitary barns for his cattle, instead of neglecting it as a stingy, 
short-sighted farmer is apt to do. It was because of facts like 
these, that the Ford plan of providing a minimum rate of $5.00 
a day, practically doubling the earnings of the bulk of his em- 
ployes, proved such a huge success, and instead of increasing his 
cost of production, produced the opposite effect. 

With the war over and international trade about to resume its 
interrupted course, the cry for protection of American labor 
against the pauper labor of the old world again resounds through 
the country and the majority party in Congress bases its program 
for an immediate revision of the tariff almost solely on that ground. 
It is therefore felt that the universality of the law that high wages 
and short hours spell lower costs rather than the opposite, requires 
further demonstration. 

The writer’s attention was drawn to this aspect of the problem 
with particular force, while it was his good fortune to come into 
intimate contact with some of our industries when in charge of 
investigating into the cost of production for the United States 
Tariff Board. Some of the most important facts ascertained in 
those investigations will therefore be reproduced from an earlier 
statement by the writer: 


The first fact established by the Tariff Board was that there is no such thing 
as a cost of production in a given industry not only in one country, but even in 


the same city. 
As confirmed by the later investigations of the New York State Factory 


*N. I. Stone. Js the Minimum Wage a Menace to Industry? Survey—Feb- 
ruary 6, 1915. 
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Investigating Commission, and the Massachusetts Commission in other indus- 
tries, and of the Wage Scale Board of the Dress and Waist Industry in New 
York City, the tariff board found that establishments existing side by side and 
competing in the same market are paying wages differing as much as 50 per cent 
for substantially the same grade of labor. It also found that neither the labor 
cost nor the total cost of production varies in a direct ratio with wages. 

Thus in paper and pulp manufacture it was found that the labor cost of 
making a ton of news-print paper in the United States varied from $2.19 to 
$7.26 per ton.* The most remarkable fact about it was that the mills paying 
the lowest wages and having a twelve-hour day, had a higher labor cost per ton of 
paper than those paying the highest rates of wages and having an eight-hour day. 

The solution of this puzzle lies in the chapter of the report dealing with the 
efficiency of equipment in paper mills. Mills were found to vary greatly in this 
respect. Some had machinery thirty years old; others boasted of machines with 
latest improvements. The older machines had a capacity of 17 tons in 24 hours, 
whereas the newer machines could produce 50 tons. The result, according to 
the tariff board report (page 52), was that the machine cost of labor per ton of 
paper was $1.84 on the old and only 82 cents on the new, the same rate of wages 
being paid to the machine tenders in each case. 

But important as the mechanical equipment is in determining the efficiency of 
labor, the human equation responds even more readily to variations in wages and 
hours. 

When the agitation for the removal of the import duty on news-print paper 
resulted in an inquiry by a special committee in Congress, a representative of the 
largest paper mill company in the country pointed to the fact that they had 
recently reduced the hours of labor from twelve to eight, without reducing the 
weekly rate of wages, incurring a corresponding increase in their labor cost. 
The figures secured by the tariff board from the books of several mills (includ- 
ing those to which reference was made before the committee of Congress) 
showed a diminution in the labor cost per ton of paper from $4.35 to $3.73 in 
1909, under the eight-hour system. In other words, an increase in the hourly 
rate of wages to the extent of 50 per cent not only failed to result in a corres- 
ponding increase in the cost of labor per ton of paper, but was accompanied by 
aa actual lowering in cost. Though the figure of $4.35 in 1908 happened to be 
the highest in ten years, the tariff board report (page 79) showed that there 
was not a single year in that decade under the twelve-hour system which showed 
as low a cost as in 1909, the first year under the eight-hour system. On the 
other hand, when it is remembered that during a large part of the year of 1906 
the mills were idle owing to the strike for shorter hours, and that costs are 
usually above normal when a plant is started up after a period of idleness, there 
is every reason to believe that the labor cost was still further reduced after 1909. 

Yet it cannot be said that there was a radical change in the equipment of the 
mills to which these figures relate, immediately following the introduction of the 
eight-hour shift. The change was due largely to the increase in the personal 


*U. 8. Tariff Board Report on Pulp and News-Print Paper Industry, 1911, 
p. 39. 
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efficiency of the workers under the shorter day. The duties of a machine tender 
in a paper mill consist chiefly in watching the thin liquid sheet of paper as it 
first appears on the large cylinder of the machine. A slight twist at the outset 
will result in reams of paper being torn on the cylinder, and a mad rush of all the 
tenders in an endeavor to set things right; and it will frequently require a com- 
plete stoppage of the machine, all of which greatly increases the cost of pro- 
duction. The fatigue caused by twelve hours of such nervous and physical 
strain, had resulted in a much greater proportion of damaged paper and inter- 
ruption of work than was the case after the adoption of the eight-hour day. 

With the hours of labor cut down from twelve to eight, the machine tender 
was relieved from duty during the last four hours which were the most trying 
to the nerves and muscles of a worker, when his alertness and general efficiency 
were at their lowest ebb. The reduction of hours not only enabled him to leave 
the mill less fatigued than formerly, but with the resting period increased by four 
hours a day, the recuperation was more thorough; so that his alertness of mind 
and body was greater upon his return to work than under the old system it used 
to be even during the first eight hours. With his mind and body more alert; he 
was able to detect in time imperfections which formerly escaped his attention. 

This resulted in so great an increase in the relative time the machines were in 
actual operation (free from breakdowns and stoppages), accompanied by a 
reduction in the quantity of damaged paper on which, in the preceding stages of 
production, labor had been wasted, that the labor cost of production of paper 
declined, in spite of the increase in the hourly rate of wages, by as much as 50 
per cent. 

Even more striking proved many of the facts disclosed by the investigation of 
the cotton industry. In spite of higher wages prevailing in the United States, as 
compared with England, and the longer start which the English cotton indus- 
try has had over the American, it was found that many varieties of cotton goods, 
including some of the finest women’s dress goods, were sold at lower prices in the 
United States than in England, and exported to Canada in competition with 
British goods despite the preferential tariff in favor of England which places 
imports from the United States at a disadvantage. 

That American cotton goods compete with English in China and South 
America, was known before the tariff board made its investigation. But fear 
was expressed of the coming menace of Japanese competition with its fifteen- 
cents-a-day weavers. The tariff board, therefore, extended its investigation to 
Japan, and figures compared with similar data for corresponding mills in the 
United States led to the startling revelation that, with the superior American 
machinery and superior personal efficiency of American labor, the American 
weaver receiving $1.60 a day was in certain cases cheaper than the Japanese 
weaver at 18} cents a day.‘ 

A study by the tariff board of labor efficiency in the various processes of wool 
manufacture showed that almost invariably the mills paying higher rates of 
wages per hour, produced goods at a lower cost than their competitors paying 
lower wages. 


‘U. S. Tariff Board Report on Cotton Industry, p. 12. Weavers wage bill, 
table 162, p. 526. 
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Thus, in wool scouring the lowest average wage paid to machine operatives in 
the thirty mills examined, was found to be 12.16 cents per hour, and the highest 
17.79.5 Yet the low wage mill showed a labor cost of twenty-one cents per 
hundred pounds of wool, and the high wage mill had a cost of only fifteen cents. 
One-half of the difference was accounted for by the fact that the low wage mill 
paid nine cents per hundred pounds for supervisory labor, such as foremen, 
whereas the high wage mill paid only six cents, showing it had more efficient 
management. 

In the carding department of seventeen worsted mills, the mill paying its 
machine operatives an average of 13.18 cents per hour had a machine labor cost 
of four cents per hundred pounds; while the mill paying its machine operatives 
only 11.86 cents per hour had a cost of twenty-five cents per hundred pounds. 
This was due largely to the fact that the lower cost, high wage mill had ma- 
chinery enabling every operator to turn out more than 326 pounds per hour, 
while the high cost, low wage mill was turning out less than 48 pounds per hour. 

The same tendency was observed in the carding departments of twenty-six 
woolen mills. The mill with the highest machine output per man per hour, 
namely, 57.7 pounds, had a machinery labor cost of twenty-three cents per 
hundred pounds, while the mill with a machine output of only six pounds per 
operative per hour had a cost of $1.64 per hundred pounds. Yet this mill, 
with a cost seven times higher than the other, paid its operatives only 9.86 cents 
per hour, against 13.09 cents paid by its more successful competitor. 

These examples could be repeated for other departments of woolen and 
worsted mills, but will suffice to illustrate the point that higher wages do not 
necessarily mean higher costs. They show that mill efficiency depends more on 
a liberal use of the most improved machinery than on low wages. Thoughtful 
planning in arranging the machinery to save unnecessary steps to the em- 
ployes, careful buying of raw materials, the skillful organization and utilization 
of the labor force in the mill, systematic watching of a thousand details, each 
affecting the cost of manufacture, will reduce running expenses to an astonishing 
degree. 

It may be said that there need not be any relation between the pay of the 
help and the efficiency of the management at the head of the mill. There seems 
to be no necessary connection between the two, yet economic literature is full of 
references to the fact that successful strikes resulting in an appreciable rise of 
wages or reduction of hours have been followed by the introduction of new 
machinery or other labor saving devices to offset the heightened cost. All 
things remaining equal, an increase of wages must necessarily lead to an increase 
in the cost of production. The threatening diminution of profits, acts as a 
powerful stimulus to the owner or manager of a plant who is anxious to make 
possible savings, where he was satisfied before to plod along in the established rut. 


The illustrations cited above, although taken from industrial 
records, are the results of statistical investigations. They would, 
perhaps, sound more convincing to the average business man if 


* Tarif Board Report on Wool and Manufacturers of Wool, p. 1022. 
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supplemented by facts gathered from actual experience of prac- 
tical manufacturers. Such experience is most entertainingly 
described by Secretary of Commerce Redfield in his brilliant little 
book The New Industrial Day, published shortly before the war. 
Almost all the facts he recites are the result of his personal expe- 
rience of 25 years as a manufacturer and seller of American prod- 


ucts in foreign markets. 


How does it happen [says Mr. Redfield] that in a quotation recently made 
for machinery to a mine in Japan the American price was $215 less than the 
English price? How does it happen that American locomotives are running 
upon the Japanese railways, upon those of Formosa, upon those of Manchuria 
and Brazil? These are sold in competition with makers in Great Britain. I 
know what those locomotives cost, relative to those made by German and 
English manufacturers; and I happen to know this, which is one of several stories 
which will illustrate this particular contention—namely, that last year I was in 
the city of Tokyo, and a friend who was with me took a large contract from the 
Japanese Imperial State Railways, in open competition with Germany and 
England, for several million dollars’ worth of locomotives. That gentleman 
went to the locomotive shops of the Imperial Railways, and the Japanese master 
mechanic said to him: “‘We can make locomotives much cheaper than you can 
in America.” 

“Can you?” inquired my friend. “Tf so, let us get at the facts. If you will 
tell me from your cost sheets what your locomotives cost, I will tell you what 
ours cost.” And, by the way, he said: “What makes you think your locomo- 
tive cost less than ours?” 

“Why,” the Japanese replied, “‘because we pay only one-fifth the wages to 
our men that you pay to yours.” 

So they got the cost books, and discovered that the labor cost for locomotives 
on the same specifications was three and one-half times greater in the Japanese 
shop than in the American shops. That is a perfectly normal fact and not an 
abnormal one.* 


It’s a far cry from a locomotive to a screw, but not so far when 
the question of labor costs is concerned. For the same law 
governs the relation of wages to costs in all industries. 


Once says [Mr. Redfield] “‘an Englishman asked me to go into his works 
and suggest how to cut down his labor cost. What I found at that particular 
time in that English factory was this; a screw machine was making bolts of 
various sizes, and a boy was running it at a very small wage, probably about 
two shillings a day. 

I stood looking at the boy and his product; first, twenty half-inch bolts, and 
then twenty-five one-eighth-inch bolts, and then fifty three-quarter-inch bolts, 
and then five or six one-inch bolts, and then back to quarter inch. I went to the 


* Redfield—The New Industrial Day, p. 84 and 85. 
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superintendent and said to him, “‘That boy is costing you more than a man who 
earns $3 a day would in one of our shops. His time is used in altering tools. 
He is “breaking up,” as we say, altering his machine from time to time and 
stopping his processes ten to fifteen times a day. 

He said, “‘ What would you do?” 

I said, “Give him one size and let him run all day on that. The next morning 
give him another size and let him run all day on that, and the next morning 
give him another size; do not stop your machines, but run them steadily on one 
size.” 

“Why,” he said, “we cannot get foremen to think that out.”’” 


Perhaps the most striking illustration of the effect of low wages 
on the personal efficiency of a worker is contained in the following 
story recounted by Mr. Redfield: 


Once, when my office was located in Paris, I employed a lot of French car- 
penters and paid them ten francs a day—$1.90 each—and at the end of three or 
four days I was well-nigh crazy. Down the long aisle of the building I saw a 
familiar-looking tool box, with a saw sticking from the end, and I ran to the 
place and found a man who looked like an American carpenter. 

“Are you a Yankee?” I said, “I want to employ you at once.” 

He said, “Boss, I charge $4.50 a day.” 

I said, “‘Come right along.” 

Two days later I discharged four Frenchmen, for my one American car- 
penter did more work than the four Frenchmen—and I saved money by the 
process. 

There are sound reasons why the American carpenter did as much work as 
four Frenchmen. 

A French workman goes to work having eaten almost nothing. For breakfast 
he has nothing more than a bit of bread, without butter, and coffee. At eleven 
o'clock he stops to eat a little bread and drink a little sour wine. At three 
o'clock he stops again to eat a little bread and drink a little sour wine. After 
he gets through at night he has what he calls a dinner. Such a man cannot 
work at any labor requiring steady physical exertion continuously under pres- 
sure, in competition with a man who eats three square meals a day.* 


Books could be filled with facts from industrial experience to 
demonstrate the absolute fallacy which clings so stubbornly to 
the mind of the average employer that low wages are synonymous 
with low costs. It is hoped, however, that the few illustrations 
taken from so wide a range of industries are sufficient to establish 
the fact that a wage rate is meaningless in determining costs, 
unless taken in conjunction with output. But if a general rule 


Ibid., p. 92 and 93. 
8 Ibid., p. 91 and 92. 
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is to be formulated as to the relation of wages to costs, it would 
be much safer to say that high wages spell low costs, than the 
contrary. 

How generally true this is, supported as it is by the experience 
of the greatest variety of industries, industries run on a large 
scale and small, under Scientific Management and indifferent 
management; employing men and employing women; paying by 
the piece and paying by the week, is shown by the following list 
of American products offered for sale in foreign markets in com- 
petition with the cheaper labor of Germany or England, which 
Secretary Redfield cites at random from the columns of an Ameri- 
can export journal: 

Ironmongery, fine tools, bicycles, sporting goods, lamps, razors, firearms, 
carriage makers’ supplies, sanitary goods, lighting systems, dry goods, men’s 
furnishing goods, boots and shoes, corsets, hats and caps, textiles, clothing, 
women’s furnishings, office furniture, office devices, stationery, typewriters, 
filing cabinets, printers’ supplies, paper, machine tools, boilers, lubricants, 
electrical material, valves, wood-working machinery, belting, shafting, pulleys, 
packing, furniture, kitchenware and agricultural implements.* 


RELATION OF COMPENSATION TO OuTPUT 


Week Work 


That high wages are economical when accompanied by a 
corresponding output, is easily understood. ““But,”’ says the aver- 
age employer, “the two do not necessarily go together. The ten- 
dency of the average worker, especially, the union worker, is to 
lie down on his job. When paid by the week, he tries to keep 
down his output partly from inertia and a natural tendency to 
‘take things easy,’ and partly from a feeling that the less he 
will produce, the more work there will be to go around among his 
fellow-workers. And this, in turn, he feels, will keep down com- 
petition for jobs among workmen and help keep up wages.” 

Unfortunately, this charge is justified to a large extent. It is 
the way human nature works under certain conditions. Know- 
ing that he will be unceremoniously thrown out on the street 
when not needed, and having no desire to subject his family to 
the hazards of hardships or starvation, which is the lot of the 
unemployed man, the workman has no more regard for the inter- 


* Ibid., p. 88. 
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ests of the employer than the latter reveals for him. Not until 
industry or society provides adequate safeguards for the interests 
of the worker who suddenly finds himself displaced through no 
fault of his own, can he be expected to change his attitude. 
Manufacturers, industrial engineers, foremen and all those who 
employ labor in industry, prefer, therefore, to base compensation 
on output, except in industries where the work of the employe is 
so controlled through the operation of his machine or the organi- 
zation of the factory or mill that he cannot easily reduce output. 


Piece Work 


Advantages of Piece Work.—The simplest way of basing compen- 
sation on output is through piece work. The compensation of 
the worker is strictly proportional to his exertions. The more he 
produces, the greater the contents of his pay envelope. With 
the piece rate once determined, the system seems to work fairly 
to both sides. The interests of both employer and employe 
seem to be identical, since the more the worker earns, the greater 
the production and, therefore, the lower the overhead expense of 
the plant per unit of product. 

Disadvantages of Piece Work.—Unfortunately, the same cannot 
be said of the rate itself. There is an obvious conflict of interests 
in determining the rate, the old game of the seller (the worker) 
trying to get the highest possible price and the buyer (the em- 
ployer) seeking to buy cheap, reasserting itself in this case. If this 
were the only drawback of the piece rate system, it would be 
eliminated, at least, upon the determination of the rate. Unfor- 
tunately, industrial practice has intensified the evil a thousand 
fold and has caused piece workers to restrict output with no less 
determination than that shown by time workers. This practice 
consists of cutting down piece rates when the workers earn “too 
much” money. 

1. Rate Cutting—The late Frederick Taylor addressing the 
Efficiency Society of New York shortly before his death gave a 
striking recital of the reaction of the worker under this practice. 
He told of his early experience as a mechanic at the Midvale 
Steel Company plant and how, when he attempted to do an honest 
day’s work he was warned by his fellow-workers to “go slow.” 
The admonition was so emphatic that he soon found it best for 
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his health to fall in line with the rest of the crowd. A few years 
later he was promoted to a foremanship. 

On assuming his new duties he called together all his fellow- 
workers and pointed out to them that having come up from the 
ranks he knew all the tricks of the “‘laying down” game and that, 
therefore, he expected them to turn a new leaf and do the best 
they could. In turn he assured them that they need have no 
fear of their piece rates being cut no matter how much their 
earnings might go up as a result of their increased efforts. The 
workers took him at his word and went to work witha will. Soon 
the new foreman was the talk of the plant, for he was breaking 
all records of production. It was not very long before one of the 
directors of the company visited the plant and heard of the remark- 
able performance of the new foreman. Being of a curious mind, 
he looked up the shop personally and inquired for the pay roll. 

Like the good business man that he was, he was shocked by the 
inordinately high wages of the employes in Taylor’s shop exceed- 
ing by several dollars the prevailing rate in the industry. He 
ordered the rates cut in spite of all the pleadings of the superin- 
tendent and the foreman who pointed out the destruction of 
morale among the working force which this act would cause. 
Needless to say that the effect was to destroy all the confidence 
in the integrity of the employer which Mr. Taylor had built up 
among his men. His despair knew no bounds. Most men in his 
place would have given up the struggle, but Taylor was no ordi- 
nary man. The shock he experienced caused him to do some 
hard thinking and from this experience was born his Principles 
of Scientific Management. 

Mr. Taylor’s experience was not exceptional. Anyone with 
the least industrial experience can cite similar instances from 
plants under his own observation. This virtually uniform prac- 
tice has embittered the workman and has undermined his confi- 
dence in the employer to an extent that no amount of assurance 
of a change of policy seems able to restore. 

Much of the rate cutting is due to cupidity or short sighted- 
ness on the part of employers who do not realize that for every 
dollar in wages which they thus save they lose infinitely more in 
lost efficiency caused by the curtailment of output by workers to 
which they are forced to resort in self-defense. 
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But even with the best of intentions on the part of employing 
management piece-rate cutting is frequently unavoidable. In a 
plant having much sub-division of labor, it is impossible to allow 
a rate to remain uncut where it yields a particular section of 
workers earnings so high as to be out of all proportion to those 
of workers in other sections. If the prevailing earnings of skilled 
workers of that craft are, say, $5 per day, and a miscalculated 
piece rate yields workers on a particular operation $10 per day, 
all the other employes will demand an increase in rates to bring 
their earnings up to the level of the lucky section. It is a psy- 
chological law. There are no absolute standards of earnings 
which will keep a worker satisfied. His satisfaction is largely 
based upon a sense of relative justice measured by comparison 
with prevailing earnings among groups of workers of similar skill. 

2. Loss of Earnings Through Inefficiency of Management.— 
Another strong objection to piece work raised by workmen is 
based on the loss of earnings which they incur through inefficiency 
of management or other losses beyond their control. Only highly 
efficient plants—and their number is as yet small—know how to 
maintain an even flow of work throughout the plant. The bal- 
ance of work between the different departments of the plant is 
rarely maintained on an even keel for any length of time. As a 
result, workers in one department may be idle for hours, or con- 
siderable parts of the day, and sometimes even for days, while 
other departments have more work than they can handle. Poor 
control of the stock room results in the lack of one or more items 
of material being discovered at the last moment, when it is too 
late to prevent interruption of work. All these breaks in produc- 
tion fall with their full weight upon the worker, depriving him of 
earnings through no fault of his own, while his time is at the call 
and disposal of his employer. 

3. Speeding.—A third objection to piece work raised by work- 
men, particularly by organized labor, is the excessive speeding 
which the system encourages to the great detriment of the workers’ 
health, frequently causing physical breakdown in the prime of 
life. 

4. Jealousy and Favoritism.—The desire to earn as much as 
possible causes a good deal of racing among the workmen pro- 
voking jealousies among them which foremen know how to utilize 
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to prevent solidarity among the workers, by making favorites of 
some and discriminating against others. Union men are often 
given less desirable work than those who do not belong to the 
union; frequently they are made to wait longer for their work in 
the intervals between one job and another. 

5. Sacrifice of Quality—An objection to piece work which comes 
from employers is the tendency on the part of workers to sacri- 
fice quality for quantity. Insistence on the part of the manage- 
ment on standards of quality leads to friction with the help. 

Such are the objections to piece work which have caused the 
industrial engineer to seek other means of compensation for 
labor. With all its drawbacks, however, the piece-rate system 
has the great advantage over the straight time-work in that it 
gives the workman a direct interest in his output, since his com- 
pensation rises automatically in a direct ratio to his effort and 
skill. From the point of view of the employer the piece-work 
system offers the great advantage of making wages strictly 
dependent upon output and automatically stopping wage leaks 
which are so common under the straight time-work system. Any 
substitute for piece work must, therefore, retain its advantages 
while eliminating its disadvantages. This ideal is believed by 
leading industrial engineers to be attained in 


The Time and Bonus System 


The essential feature of this system of compensation for labor 
is the return to thé original plan of paying the workman a wage 
on a time basis. This is based on the recognition of the fact 
that the workman is entitled to a certain minimum compensation 
for his time and labor power which he places at the disposal of 
his employer. At the same time his interest in his output is 
stimulated by an additional compensation, known as bonus or 
premium, which is based upon output. 

There are several systems of bonus compensation. The best 
known plans are all based on careful time studies as a preliminary 
to fixing any rate of compensation. All of these systems have 
in common: 1) a straight hourly rate for each operation 
based upon the skill it requires; 2) a definite time allowance 
for every operation; 3) an additional compensation, known 
as “bonus” for doing the work in less time than the allowance 


calls for. 
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Advantages of the Time and Bonus System.—There are definite 
advantages and distinct merits attached to the time and bonus 
system of compensation. 1) First and foremost from the point 
of view of justice to the worker is the definite minimum hourly 
compensation independent of his output. The worker is entitled 
to a living wage, if he is at all fit to be employed. Straight piece 
work does not assure him such a minimum wage. Straight time 
work gives him a definite wage, but deprives him of any additional 
compensation in proportion to increased effort, skill or speed. It 
thereby destroys the incentive to conscientious endeavor, thus 
hurting the interests of the employer and employe alike. 2) 
This incentive is present under the bonus system, although the 
bonus earned is usually not proportionate to the increased output, 
as is the case under piece work, as will be shown below. 3) As 
already stated, the definite time allowance for each job is based 
upon careful time study. While there has been a good deal of 
well merited criticism of the methods employed in time studies, '° 
the conscious aim of leading industrial engineers like Taylor, 
Emerson, Gantt, Barth, et al, has been to determine, by careful 
and conscientious study of the motions of several workers on a 
given operation, “the time it ought to take to do the work with- 
out undue effort when every unnecessary waste is eliminated.”'! 

In this respect the time and bonus plan is superior to the old 
time piece rate system. The predetermined time allowance 
based upon the elimination of “every unnecessary waste” reduces 
to a minimum the chance of fixing the rates out of all proportion 
with existing standards of wages, with the unpleasant necessity 
of cutting the rates, a practice so disastrous to the worker and 
employer alike. 

On the other hand, the time study aims to determine a fair 
time allowance for every job “without undue effort.” Speeding 
is frowned upon by the enlightened engineer who recognizes 
that anything that injures the health of the worker cannot be 
of permanent benefit to the industry. Scientific time studies 
have established the fact that every person and every job have 
their own time-rhythm which determines the normal rate at 


1° See Robert F. Hoxie, Scientific Management & Labor, Appleton Co., 1915. 
" Harrington Emerson, A Comparative Study of Wage and Bonus Plans. New 
York, 1917. 
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which the work can best be done. To illustrate: the normal gait 
for walking for the average person is, let us say, three miles per 
hour; for a child it may be only one mile an hour. A normal 
man walking at the rate of a child would feel more tired at the 
end of an hour after walking one mile, than he would, if he walked 
three miles at his normal pace. On the other hand, he would 
not only be tired but exhausted, if, through speeding, he managed 
to walk five or six miles in one hour. Scientific time study aims 
at establishing the normal rate of speed, avoiding “undue effort” 
on the one hand, and “every unnecessary waste” of time or 
effort on the other. 

Having established the standard time for an operation through 
time study, there is no reason why a proper piece rate cannot be 
established just as accurately as a bonus rate, which would pre- 
vent the necessity of cutting the rate later. At the plant of 
Joseph & Feiss of Cleveland, where Scientific Management is in 
practice, practically all work is done at piece rates based on time 
studies and the system has been in successful operation for nearly 
a decade. The claim of this piece rate system to superiority is 
based on the fact that the rates being determined through time 
studies, there is no occasion for cutting them. But even this 
safeguard does not relieve it of the charge that, in common with 
all piece rate systems, it encourages speeding. This is overcome 
in part by deductions from pay for each defect discovered in the 
work of an employe and an equal reward for every defect dis- 
covered by the employe in another person’s work. Not all bonus 
plans operate in the same manner in their effect on speeding. 
Some offer an incentive to speeding far worse than straight piece 
work, while others are calculated to discourage it. We will 
consider here the five best known bonus systems. 

The Halsey Premium Plan was the first bonus system adopted. 
Under this plan the worker receives one-third, or one-half of the 
time saved. Thus, if the time set for a job is four hours and the 
rate is 50¢ per hour, and if the job takes actually only two hours, 
the worker would receive, under the one-half premium plan, 2 x 50, 
or $1.00 for the time he worked plus 3 of $1.00, or 50¢ for the 
time saved, making the total wage $1.50 for two hours, or 75¢ 
per hour. Under the one-third plan he would receive $1.00 plus 
33¢, or $1.33, or 67¢ per hour. 

The Halsey Plan was adopted before scientific time studies 
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were in use in industry. The premium it offers the worker is 
based upon standard time as determined by previous records in 
the shop. There is nothing inherent in the Halsey plan, however, 
to prevent its adoption in combination with scientific time studies. 
Under this plan both employer and worker are benefited as the 
efficiency of the worker is increased, as shown by the figures in 
Table 1. 


TABLE 1 
oF Hatsey’s Premium Pian 
Hours | Compensation Labor Cost 
3 & 
& 3 2x 
© 3 ~ $8 Ss 
Rate per hr. 50¢—Premium: One-half of Time-Wage Saved 
4 4 0 2.00 0 | 2.00 .50 4 2.00 50 
4 8 1 1.50 25 | 1.75 .584 4 1.75 43} 
+ 2 2 1.00 .50 | 1.50 .75 4 1.50 4 
4 1 3 .50 -75 | 1.25 | 1.25 4 1.25 31 
Rate per hr. 50¢—Premium: One-third of Time-Wage Saved 
4 4 0 | 2.00; 0 |2.00} .50|| 4 | 2.00 | .50 
4 3 1 1.50 .16%) 1.67 56 4 1.67 413 
+ 2 2 1.00 .834) 1.33 .67 + 1.33 .83} 
4 1 3 .50 .50 | 1.00 | 1.00 4 1.00 .25 


As will be seen from the figures in Table 1, as the worker gains 
in efficiency his earnings under the one-half bonus plan may rise, 
in the illustration chosen, from 50¢ per hour to $1.25 per hour, 
while at the same time the labor cost to the employer goes down 
from 50¢ per unit of product to 314¢. Under the one-third bonus 
plan, the earnings of the worker will go up from 50¢ to $1.00 per 
hour, while the labor cost per unit of product will at the same 
time go down from 50¢ to 25¢. In other words, under the one- 
half plan the earnings of the worker per hour would go up 2} 
times, while the labor cost to the employer would go down but 
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a little over one-third; while under the one-third plan the earn- 
ings of the worker would double and the labor cost to the em- 
ployer would be reduced one-half. 

The Rowan Premium Plan provides for the payment of a 
regular hourly rate and, in addition, of a bonus equal to the per- 
centage of time saved, multiplied by the wage for the time actu- 
ally taken to do the work. Under this plan the amount of which 
the bonus forms a percentage is based not on the time saved, but 
on the time taken, so that the less time the worker takes to do 
his job, the less is the bonus in proportion to his efforts. Thus, 
if the set time is four hours and the rate is 50¢ per hour, and the 
job is done in three hours, the worker has saved one hour, or 25%. 
His regular wage would therefore be equal to $1.50 and his bonus 
to 25% of that amount, or 37}¢. 

On the other hand, if the workman did the job in one hour, 
saving his employer 75% of the time set, his bonus, as will be 
seen from Table 2, illustrating the working of the plan, would be 
no greater, that is to say, the same 37}¢. This plan is manifestly 
unfair to the workman, yet even under this system of bonus 
payments it will be seen from the table below that it gives the 
workman a substantial increase of earnings per hour as the labor 
cost per unit of product is reduced. The employer, however, 
is benefited to a much larger extent than the employe. 


TABLE 2 
InLustTRATION oF Rowan’s Premium 


Rate per hr. 50¢. Bonus: Percentage of time saved multiplied by wage for 
time in which the work was done. 


Hours Compensation Labor Cost 

3 

x 
+ 4+ 0 0% || 2.00; 0 2.00 | .50 + 2.00 | .50 
3 1 25% || 1.50 | | 1.873) .624 + 1.874) .47 
4 2 2 50% || 1.00 | .50 1.50 | .75 + 1.50 | .374 
4 1 3 | 75% .50 | .874| .874 + .87}| .22 
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The Gantt Task and Bonus System.—This is a modification of 
the Taylor differential piece-rate system. Under the Taylor 
plan, the task or number of units which a workman can produce 
in a given time is determined by careful time study. Two piece- 
rates are then set for the work: a low rate, if the worker fails to 
make his task in the prescribed time and a higher rate, if he makes 
his task in the standard time, or less. Under this system of 
payment, the worker is stimulated to exert himself to the utmost 
to earn the higher rate. The incentive to speeding is obvious. 

The Gantt plan converts the Taylor differential piece-rate 
system into a task and bonus system, that is to say, instead of 
having two piece-rates, there is a basic rate per hour which is 
all that the worker receives so long as he fails to meet the task; 
as soon, however, as the worker has made his task in standard 
time or less, he receives a bonus varying from 20 to 50 per cent, 
according to the nature of the work and the degree of inducement 
which is regarded necessary to insure the interest of the worker. 
Once the worker has achieved his task in a given time, the com- 
bined time and bonus rate remains fixed, so that from that point 
on the compensation becomes virtually a straight piece-rate, the 
same as under the Taylor system. 

In the illustration given in Table 3 it is assumed that the basic 
rate for the worker is 50¢ per hour, and that the bonus is 50% of 
the wages earned in standard time. Under this system of pay- 
ment, if the standard time is four hours, and it takes the worker 
anything from 5 to 8 hours, he will receive a straight hourly rate 
of 50¢ per hour. The moment, however, he makes his task, that 
is to say. as soon as he does the required number of units in 4 
hours, he receives in addition to $2.00 for 4 hours’ work, a bonus 
of 50% of that amount, or $1.00, making the total payment equal 
$3.00. His earnings thus suddenly increase from 50¢ to 75¢ per 
hour. The achievement of the task thus brings a high reward, 
but (as in the case of the Taylor system) if the workman has 
strained himself to the utmost and reduced the time, in which 
he makes the task, from 8 hours to, say, 4} only, he would get no 
reward whatever, still drawing his 50¢ per hour. In fact, he 
would be penalized for his extra effort, for instead of receiving 
$4.00 for the job as he did when it took him 8 hours to do it, he 
would now get only $2.12 for the same amount of work, done with 
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TABLE 3 
ILLUSTRATION OF GaNTT’s Bonus PLAN 
Hours Compensation Labor Cost 

T ' 


A-Rate: 50¢ per hr.—Bonus: (Minimum) 20% of Wage for Standard Time 


4 8 —4 || 4.00 0 4.00 .50 4 4.00 1.00 
4 7 —3 || 3.50 0 3.50 .50 4 3.50 874 
4 6 —2 || 3.00 0 3.00 .50 4 3.00 Ry f:) 
4 5 —1 || 2.50 0. | 2.50 .50 4+ 2.50 624 
4 4 sacu 2.00 .40 | 2.40 .60 4 2.40 .60 
4 3 +1 || 1.50 .90 | 2.40 .80 4+ 2.40 60 
4 2 +2 || 1.00 | 1.40 | 2.40 | 1.20 4 2.40 60 
4 1 +3 .50 | 1.90 | 2.40 | 2.40 4 2.40 60 
B-Rate: 50¢ per hr—Bonus: (Maximum) 50% of Wage for Standard Time 
4 8 —4 || 4.00 0 4.00 .50 4 4.00 1.00 
+ 7 —3 || 3.50 0 8.50 .50 4 3.50 87} 
+ 6 —2 || 3.00 0 3.00 .50 4 3.00 .75 
4 5 —1 2.50 0 2.50 .50 + 2.50 624 
+ 4+ 3 2.00 | 1.00 | 3.00 .75 4 3.00 .75 
4 3 +1 || 1.50 | 1.50 | 3.00 | 1.00 4+ 3.00 75 
4 2 +2 || 1.00 | 2.00 | 3.00 | 1.50 4 3.00 75 
+ 1 +3 .50 | 2.50 | 3.00 | 3.00 4 3.00 .75 


greater exertion. Viewed from this angle, Mr. Gantt’s claim 
that “‘We have here all the advantages of day work combined 
with those of piece work, without the disadvantage of either,” ” 
is hardly sustained. In the eyes of the worker who had to double 
his effort to bring his time down from 8 to 4} hours, there is no 
advantage in this system over the straight time system and in so 
far as the Gantt system has made him hustle and left him with 
$2.12 for his effort, instead of $4.00 which he would have received 


2H. L. Gantt, Work, Wages and Profits (The Engineering Magazine Co., 
1919), p. 165. 
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had he continued to work at his accustomed easy pace, it looks 
like a deliberate scheme to hold out a bait which is just beyond 
his reach, and which benefits the employer exclusively. 

From the point of view of labor costs, the Gantt system of 
payment will prove of great advantage to the employer, for the 
cost per unit of product (see Table 3) will be reduced from $1.00, 
if the worker did his task in 8 hours, to 624¢ if it took him only 
5 hours. 

As soon as the worker has made his task, his payment becomes 
fixed. In our illustration it equals to $3.00 for 4 hours. If he 
should go beyond the standard and gradually reduce his time for 
the task to three, two or one hour, he would continue to receive 
$3.00 for the task. In other words,—from the moment he meets 
the task the payment becomes a straight piece-rate and his earn- 
ings per hour mount as he gains in speed, as they do under any 
piece-rate system. 

Turning to the illustration in Table 3: The cost per unit of 
product when the task is achieved is 75¢. As the workman gains 
in speed beyond that point his earnings rise rapidly from 75¢ per 
hour to $3.00 per hour. It must be borne in mind, however, 
that “‘the task is based on a detailed investigation by a trained 
expert of the best methods of doing the work”’™ and that in order 
to earn bonus the work must not only be done in standard time 
or better, but must be “up to the standard for quality.”'* Under 
these conditions, it is very seldom that the worker can beat stand- 
ard time very materially and, therefore, the earnings above $1.00 
per hour as worked out in Table 3, are more in the nature of a 
mathematical illustration of what the earnings may theoretically 
rise to, rather than examples of practical reality. There is, there- 
fore, not likely to be much incentive to further speeding after 
the worker has made his task. 

[As viewed by Mr. Gantt himself, his] system of pay is really a combination 
of the best features of both day and piece work. The workman is assured his 
day rate while being taught to perform his task, and as the bonus for its accom- 
plishment is a percentage of the time allowed, the compensation when the task 
has been performed is a fixed quantity, and is thus really the equivalent of a 
piece-rate. Our method of payment then is piece work for the skilled, and day 
work for the unskilled, it being remembered that if there is only work enough for 
a few, it will always be given to the skilled. This acts as a powerful stimulus 


Tbid., |. c., p. 149. 
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to the unskilled, and all who have any ambition try to get into the bonus class. 

The day worker who has no ambition to become a bonus worker 
usually of his own accord seeks work elsewhere, and our working force soon 
becomes composed of bonus workers, and day workers who are trying to become 
bonus workers." 

Of course it would be impossible to discriminate in such a way 
between one set of workers and another in a union shop, the union 
usually insisting that when there is not enough work to keep 
everybody busy, work must be divided among all as equally as 
possible. Still, the system would tend ultimately for the best 
workers to remain at the plant. 

The Emerson Bonus Plan, in the words of the author of the plan, 
being a later evolution than the plans of Halsey, Rowan, Taylor and Gantt, had 
the benefit of their experience, owes much to them, but also aimed to avoid any 
weaknesses in the earlier plans and to add valuable features not hitherto in- 
cluded." 

Its main features are summed up by its author under the following 
3 heads: 

1. Efficiency is determined not for each operation or job, but 
for a period of time, such as a day, week or month. 

2. Efficiency is expressed in the form of a percentage obtained 
by dividing the aggregate standard time by the aggregate actual 
time. Thus, if the total number of hours worked in a week is 
250 and the worker has delivered 260 hours of standard work, 
his efficiency is 260 divided by 250, or 104%. 

3. The transition from inefficient time pay to standard time 
and bonus is made not abruptly, as under the Gantt plan, but 
gradually. Bonus begins when the worker reaches 67% efficiency 
instead of 100%, as under the Gantt plan. The bonus at 67% 
is insignificant, being only one hundredth of one per cent of the 
hourly wages earned. It gradually increases by fractions of one 
per cent until it equals to 1% at '74% efficiency, 2% at 77% effi- 
ciency, 3.3% at 80% efficiency, 10% at 90% efficiency. From 
that point on, the bonus increases at the rate of 1% for each 
additional per cent efficiency, so that it equals 20% at 100% 
efficiency, 25% at 105% efficiency, etc. 

In other words, the worker is paid for full standard time, if 
he does the work in less than standard time, in addition to 


Ibid., |. ¢., p. 165. 
46 Harrington Emerson, A Comparative Study of Wage and Bonus Plans, p. 18. 
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a bonus of twenty per cent. Thus, if standard time for perform- 
ing a certain operation is 4 hours (See Table 4), and the hourly 
rate is 50¢, and the worker has accomplished his task in three 
hours, showing an efficiency of 133%, his compensation will be 
as follows: 


$ hours actual time—3x50.. $1.50 $ hours actual time—3x50.. $1.50 
1 hour saved from standard Bonus 53%, on 3 hours 
«0 50 worked or 538% of $1.50.. .80 
Bonus 20%, on 8 hours or: ——. 
worked—20% of $1.50... .30 Us $2.30 


making the total earnings per hour equal $2.30 divided by 3, or 
77¢. This plan has the obvious advantage over the Gantt plan 
that by avoiding the sudden jump from no bonus when work is 
less than 100% efficient to a bonus of from 20 to 50 per cent, 
when 100% efficiency is attained, it does away with the gambling 
with the worker’s energy and ambition and offers him a gradually 
increasing reward as his efficiency advances from 67% upward. 
At every stage of improvement beyond 67% efficiency the worker 
is encouraged and has the satisfaction of increasing his hourly 
earnings. 

As already stated, the Emerson plan provides for increasing 
efficiency not only on separate jobs, but per day, week or month, 
while the Gantt and other plans have the job as a basis. This 
has a tendency to reduce the worker’s earnings under the Emer- 
son plan, since it is impossible to maintain as high a rate of 
efficiency continuously as it is on separate jobs; the figure repre- 
senting aggregate efficiency is thus reduced, reducing the average 
hourly earnings. On the other hand, when the worker discovers 
this, he will realize that overspeeding on individual jobs, causing 
exhaustion and lowered efficiency on subsequent jobs, brings a 
lower aggregate income than a more moderate efficiency steadily 
maintained. This should furnish the best corrective against 
undue speeding. 

From the point of view of labor cost, the Emerson plan is like 
the Halsey and Rowan in that it provides for a constantly reduced 
cost per unit of product as the efficiency of the worker and his 
earnings per hour increase while, under the Gantt plan the cost 
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remains the same after the worker reaches and passes 100% 
efficiency. 

{As Mr. Emerson says] “An employer can well afford to pay a large bonus; 
he can well give the total wages saved as bonus and derive his own benefit from 
the increased output of the plant and the greatly reduced overhead. It is for 
this reason that for efficiencies above 100% the worker is given as a bonus his 
hourly rate for all the time he saves in addition to 20% on the wages for the time 
he works."* 


In spite of that, the labor cost per unit of product continues to 
drop under the Emerson plan after the worker has exceeded 100% 
efficiency. Thus in the illustration in Table 4 at 50% efficiency 
the labor cost to the employer per unit of product is $1.00; at 
662% efficiency the cost drops to 75¢; at 100% efficiency the 
cost is reduced to 60¢; at 200% efficiency it goes down to 55¢, 
and so on. At the same time the worker’s hourly earnings 
advance from 50¢ to 52¢, 60¢ and $1.10. 


TABLE 4 
ILLUSTRATION OF Emerson’s Bonus PLAN 


Rate: 50¢ per hr. Bonus: Commencing with one-hundredth of 1% for 67% 
efficiency, it rises to 3.3% for 80% efficiency; to 10% for 90% efficiency; 
and thereafter increases at the rate of 1% for each 1% increase of efficiency, 
so that it is 20% at 100% efficiency; 25% at 105% efficiency, ete. 


Hours Compensation Labor Cost 
a Bonus 
° 3 
5.2 3 sae . 
sei is | 3 38 #5 
4 8 50% || 4.00 0 0 4.00 .50 || 4.00 4 1.00 
4 7 57% || 3.50 0 0 3.50 .50 || 3.50 4 .87 
4 6 66%%)|| 3.00 0 0 3.00 .50 || 3.00 4 .75 
4 5 80% || 2.50 | 3.3%| 0.08 | 2.58 .52 || 2.58 4 .65 
4 4 100%); 2.00 20%| 0.40 | 2.40 .60 || 2.40 4 .60 
4| 3 | 198%|11.50| 58%| 0.80/2.30| .77 ||2.390| 4 | 
4 2 200%|| 1.00 | 120%} 1.20 | 2.20 | 1.10 || 2.20 4 .55 
4 1 400% .50 | 320%) 1.60 | 2.10 | 2.10 || 2.10 4 .52 


16 Thid, |. c., p. 19. 
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CONCLUSION 


Each of the systems of compensation mentioned has its advan- 
tages and disadvantages and the adoption of one or the other 
will depend upon the aim in view. 

Whatever the system adopted, assuming that the object is to 
adopt a system of compensation that will secure efficiency with- 
out overspeeding; that will tend to keep down costs, while raising 
wages; and that will appeal to the sense of fairness of the worker, 
certain general principles suggest themselves for our guidance: 

1. The workman is entitled to a living wage as a minimum 
compensation for his time and effort which he spends at the plant. 
Whatever the form of compensation, he must receive a basic 
wage measured by the time he spends at the plant, at a rate 
sufficient to yield a living wage. 

2. If workers are not to be prejudiced against any system of 
compensation based on output (whether piece-rate or bonus) 
they must be paid the basic hourly rate for all idle time spent at 
the plant through no fault of their own. 

8. If workers are paid by the piece, the rates must be so 
adjusted as to yield the worker a distinctly higher wage (from 20% 
to 50%) than the minimum wage paid the worker of ordinary 
speed and skill. 

4. Where time and bonus rates are paid, they should be so 
arranged as not to rob the worker of the fruits of his extra exer- 
tion on the one hand, and to discourage excessive speeding on 
the part of the worker beyond what has been demonstrated as 
safe by careful time studies; excessive speed being harmful to 
the health of the worker and to the quality of the product. 

5. Brief rest periods in addition to the noon recess, or frequent 
changes of position in receiving and turning in work, should be 
provided to avoid undue fatigue and monotony. This will 
safeguard the health of the workers and in the end result in 
increased output. 

6. Under no circumstances should piece or bonus rates be cut 
on the ground that the earnings of the workers are too high so 
long as there is no change in the operation or in the manufacturing 
process. 

7. If the opposition of workers to new machinery, or improved 
labor-saving methods, due to fear of losing the job, is to be over- 
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come, employes made superfluous must never be discharged. 
Ordinarily, the growth of the business, the natural labor turn- 
over, and the possibility of transfers to other departments, will 
take care of the superfluous workers. If these should fail to 
materialize as rapidly as may seem desirable, it will be cheaper 
in the long run to employ the workers on their jobs on part time, 
paying full time wages, than to show indifference to the employe’s 
fate by “firing’’ him unceremoniously. 

8. The worker should share in the benefits resulting from the 
introduction of improved machinery and increased efficiency. 
Whether this share should take the form of higher wages, shorter 
hours, or a share in the general profits, or in the specific savings 
resulting from the improvements, is a subject so large as to require 
separate treatment. 
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The Foreman 


By Goprrey, Sc.D. 
President, Drexel Institute, Philadelphia, Pa. 


UCH has been done in the way of engineering surveys of 

industrial plants. Some of the methods employed were 

good; others were bad. All good and bad alike failed to take into 

consideration the human problem. They dealt only with machines 

and material. It has been well said that every labor law and 

labor organization is a monument to somebody’s blunder, some- 
body’s lack of foresight, somebody’s faulty sense of justice. 

Any plan that does not link men with machines fails and it fails 
because back of the power must always be the mind. Nothing 
will do more in this period to aid in the development of both 
prosperity and capacity than to give to the craftsman the training 
required by a non-commissioned officer of industry and to train 
non-commissioned officers of industry for further advancement. 
“The squad is no better than its corporal,” said a great general. 
We may paraphrase this remark by saying, “A group of workers 
is no better than its foreman.” The foreman is primarily a com- 
munity officer of an industrial community. He is the route 
man who makes the routes by which the goods travel and he is the 
public works department that keeps the shop clean. He is the 
teacher who teaches the citizen of his part of the community how 
to live and work effectively in that community. He is the public 
servant who, if he rightly performs his function is not concerned 
with controversies between employer and employe, being de- 
tached from both. In a properly organized plant his work in- 
volves no differences of opinion. He organizes men and material. 
He is essentially the sub-engineer who, because of his position, 
may inaugurate any change which an industrial survey shows 
necessary. The foreman is the one man to whom is necessarily 
entrusted the actual production of the goods and the actual train- 
ing of the workers in his section. He must carry out the orders of 
the engineer or the planning department. He must understand 
those orders and know how to put them into effect. Therefore, 
the development of one of our last remaining resources—skill, 
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involves the training of the foreman or non-commissioned officer 
of industry. He must be fitted for the two essential tasks of every 
foreman—production engineering in which he acts as a sub- 
engineer and the training of the workers under him, which is 
essentially vocational teaching. What is set forth here involves 
no new material, but is based on the studies of the past. 

The inauguration of a plan for bringing about profitable action 
through the use of capitalized experience involves two opera- 
tions. First, collection of the best experience within a given plant 
obtained by an engineering survey. Second, combining the best 
experience within the plant with the best outside the plant and 
putting it into teachable form for use in the school for foremen. 
The first step in the development of the field of the plant is to 
visualize the processes inside the plant, with orders coming to the 
foreman, his transmission of those orders to the workmen, the 
bringing in of raw materials, its passage through the process of the 
departments and, finally, the getting out of the finished product. 
There are three great groups of experience that concern the fore- 
man—the functions of men, what they do; the function of mate- 
rial, raw materials which pass through the machines and come 
out as a finished product; and, lastly, the function of the money 
which pays for the raw material and the process and thereby 
makes possible the profit from the product. All these are governed 
by the transmission of experience. Experience furnishes a chart 
by which the three are assembled to make goods and subsequently 
money, because it is the order given upon the basis of experience 
which causes all three to function. 

With the collection, analysis and synthesis of the best experience 
within and without the plant, combined and capitalized, the next 
step of transmission to the worker through the foremen logically 
follows. The plan which I propose is to develop the foreman in 
such a way that he may become the agent of the management in 
any reorganization development and yet be a friend and coun- 
sellor of the worker. We should develop this asset of capital- 
ized experience, in order to give the foreman the tool by which he 
may do his work, or, to use an analogy, the key by which he can 
unlock the door to the golden treasury of experience. For one 
hundred years our engineering colleges have been developing 
skill through the work of the engineer and giving the engineer 
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the key to unlock the door of his problem. For at least a quarter 
of a century the vocational schools have been working to give the 
worker a key to unlock the door of his problems, but the one man 
who can unite effectively the work of both the engineer and the 
worker has been neglected—the non-commissioned officer of 
industry. The plan proposed is designed to develop to a high 
degree the skill of the foreman in a plant and with that skill to 
gain increased profits and better service. 

The plan is inevitably in two parts—the development of the 
training of the “leading hand” to become a foreman and the 
training of the foreman already in the plant. 

I am going, first, to take up the training of the foreman already 
in the plant as this is the swiftest action that can be taken. 
What are the factors of production? Are they not directness of 
action, quality of action, reduction of waste, freedom of action for 
maximum development of skill, better service, increased earnings 
and balanced production? These are only developed through 
experience as applied to men, money and material. The engi- 
neer and the sub-engineer, that is the foreman, do not have to 
consider anything directly pertaining to finance except as they 
work on the reduction of cost. In a modern factory, the foreman 
does not have anything to do with the hiring or the firing of men, 
because that should be the work of the personnel employment 
department. He should be in an advisory relation and sit in with 
the personnel manager, but he should not do three jobs. He can- 
not hire and fire and be sub-engineer and the vocational teacher at 
the same time. Of course, the above does not apply to construc- 
tion jobs where the only officer actually on the job is the foreman 
or sub-foreman. That condition exists on a construction job, but 
not in most industrial plants. There is nothing that so nags a 
foreman or interferes with the success of his job as to have to hire 
and fire. He must take the engineering job and turn it into mate- 
rial. He must take the design and struggle with it until he under- 
stands it. He must also teach the twenty, fifty or a hundred 
men under him. It is a waste of his time, if besides these vital 
duties he must also hire and fire. The foreman has everything to 
do with the organizing, assembling and transporting of materials 
and the teaching and assembling of the powers of the men within 
the plant. For that reason there is a complete separation between 


Tue ForEMAN 149 


the training of the ordinary engineer and the sub-engineer or the 
foreman. The engineer must be able to design, instruct and super- 
vise. The foreman does not have to design or does not have to 
know outside practice, but he must be able in the shortest and 
most effective way to carry on the broad design. It should also 
be made possible for him so to add to his knowledge that in time 
he may take the “‘sub”’ from his title. It is, therefore, necessary 
to set forth specifically what must be done to enable the non- 
commissioned officer of industry to become first a productive 
engineer and second, a vocational teacher. First, he must have 
records of the experience of the plant where he works, codrdi- 
nated for his use. Second, he must have them so expressed that 
he can transfer orders based on the experience to the worker. 
Third, he must have the plan so analyzed that he can get bal- 
anced production—that assembly of material which will come 
together at the right time and in the shortest time. All these 
things are a part of necessary engineering knowledge. Unless 
they are furnished him in a form as simple and as direct in com- 
parison to the needs of his group as is an engineering handbook to 
the needs of the engineer, the foreman will not be able to carry 
out his function. The foreman’s work is primarily that of the 
shop and his experience must comprise a practical, personal 
knowledge of the four walls in which he studies, of the machines 
which he sees, and of the men with whom he works. Even if he 
has all these things, there are three other things which he must 
have in order to train his men. He must have the experience 
which he is to use expressed in terms of the worker, so that he 
can train any worker no matter what his language or power of 
understanding may be. He must be able to take the experience 
which he requires and transmit it in the shortest possible time 
using the swiftest means of attack upon the problem confronting 
him. Last and by no means least, he must collect the new valuable 
experience which results from any action, and turn it back to 
the engineer of design to aid him in new plans and in new methods 
of control. 

How can these six things be given to the foreman who is the 
worker and who is working even in this hour in darkness and with- 
out a thorough knowledge on his part of the great scheme of pro- 
duction or how to transmit that which he does know to the 
worker? It can be done in the same way that the knowledge 
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which was needed by the engineer was collected and given to him; 
the only difference being, that the experience which the foreman 
must have is that of the specific plant. The experience which is 
now on scraps of paper, in operation orders, inspection orders and 
other records of that nature, subject to loss by death or misplace- 
ment, must be brought together, analyzed and synthesized. The 
best must be extracted from the whole and the unprofitable mate- 
rial discarded. It must be so expressed that the foreman himself 
can use it, and use it within narrow limits of time and space. It 
must he balanced so that the experience which comes from one 
group will not clog production and so that no experience which 
is used in any way can cause loss of time, energy or money. The 
only way by which this can effectively be done is by having a 
trained engineer handle it, make a complete engineering survey 
of the plant, analyze the material which the foreman must use, 
combine it with the best outside experience, record it in simple 
terms which can be understood and balance it by known methods 
of scientific analysis and synthesis. With the completion of the 
first function of the engineer analyst the school may be begun, 
for it will have then been determined just what the non-commis- 
sioned officer of industry should know about his plant and what 
he should know of general subjects. 

The next task is the organization and operation of the school 
for non-commissioned officers and “leading hands.”’ It is in the 
teaching—difficult as this is—that some progress has been made, 
but there are almost no factories where any of the wonderful unused 
teaching powers of the foreman have been developed. To develop 
these, we must take advantage of the advances in education, which 
have been as swift during the war as the advances in engineering 
analysis. Today, we can use in peace, the same methods by which 
in war we trained hundreds of thousands of men for the army, 
navy and supporting industries. We can use the swift methods 
of expression, of transmission and of collection which we learned 
in war. In order to put such a plan as this into effect, it becomes 
necessary to take a single plant, analyze it, and express it in terms 
which a non-commissioned officer can use and understand. To 
do this one addition is necessary to any plant. There must be 
established an Experience Division with a teaching room for the 
foremen, which gives to them the charts of their course as they 
give the blue-print and tool-list to the workmen. As I write this 
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I sit on the deck of a coastwise steamer which has been run on 


- the shoals off Cape Cod. It seems to me this instance serves as a 


very good analogy. The captain of the ship as well as the foreman 
must have experience. However, he cannot depend upon his own 
experience alone. He must have charts, bouys and lighthouses 
which are the product of experience of others. Furthermore, he 
must be taught how to use that experience effectively. The 
captain in this case, recently out of a training school, had the 
experience material before him, but had not been taught how to 
use it in the best way. The result was a loss of time, energy and 
money. When the Experience Division and teaching room are 
added you have the man who uses the tool and you have the tool 
itself which is the use of capitalized experience. You have the 
means by which the man is to get the tool—an Experience Divi- 
sion, charged with the function of carrying out the best knowledge, 
derived from each group of war-time industries. 

There are no special difficulties in the introduction of such a 
plan. I may say here, that I have talked to many labor leaders 
about this question of education of the foreman and I have never 
found any leader or foreman who made the slightest objection to 
it. There are no objections because there is not a selfish element 
in it. It is the one plan which makes the interest of capital and 
labor one. It is the one link which is needed to fill that existing 
gap in an industry so that we may all serve to a maximum degree, 
the nation, our associates and ourselves. It is a primer lesson in 
citizenship. 

What are the results? First, it gives the plant managers a 
basis on which to act in their development in any plant reorgani- 
zation. Second, it makes every foreman an intelligent assistant 
manager and sub-engineer. He is enlightened. He no longer 
looks upon his one department as his world, but he has gained a 
broad knowledge of business. His versatility as well as his breadth 
has been increased. Heretofore, all changes in a plant were the 
arousing signal for suspicion and controversy. By enlightening the 
foreman we have the entering wedge by which new methods may 
easily be introduced. We have established a link between em- 
ployer and employe. In his new place and with his new interest 
the foreman is stimulated and in turn stimulates and arouses the 
interest of the worker. 
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The Manager’s Part 


By D. M. Bates 
General Manager, Lewiston Bleachery & Dye Works, Lewiston, Me. 


(HE old idea of the position of manager of an industrial plant 
was that of a job—a big job to be sure, the biggest job 
which that particular plant offered, but nevertheless a job and one 
to be held against all comers. The present idea of management, 
taken in its broadest and best sense, would suggest thinking of it 
as a calling or profession rather than as ajob. Certain it is that 
the manager of a plant of average size has in his work the oppor- 
tunity to contribute toward the happiness and uplift of many 
people as much as does the average clergyman, to advance the 
physical welfare of these people more than can the average 
physician, and to serve them with good counsel, advice and 
leadership more intimately and effectively than could the average 
lawyer. And the best thought of all is that work and money 
expenditure toward the accomplishment of such service and of 
such a relationship are entirely along the lines of good business, 
the measurement of which in industry must always be deter- 
mined by the question of a final profit in dollars and cents as 
the result, either direct or indirect, of every financial outlay. 

It is not suggested that the manager can in any way take the 
place of the priest, the physician, or the lawyer. He should 
primarily be a specialist thoroughly versed in the technique of 
his particular line of production. But it is essential, and is 
becoming more so every day, that he be a man of foresight and 
of broad views and sympathies, who will realize and keep in touch 
with and justly measure the many human forces constantly bear- 
ing and reacting upon his work. 

The human contacts of the manager in relation to his work are 
many. Starting with the plant itself, representing invested 
property, are the owners. The superintendents and foremen, 
and the employes or “help” naturally suggest themselves and 
are his chief and his daily associates. The community in which 
the plant is located; the customers comprising the markets or 
trade supplied; the competitors representing the industry; all 
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mean most important human contacts, directly or indirectly, for 
the manager. These, with the manager himself, viewed sub- 
jectively, make seven different groupings which will serve as an 
outline. 


OwNERS 


The owner, representing the capital of the undertaking, may be 
near the plant as a resident in the community, or far away from 
it as in the case of many stockholders. Ownership may be 
represented by one or by many persons. The ideal condition in 
the past has been approached most often where the owner and 
manager were one, which meant of course active daily touch with 
the work and with the workers. The advantages of such a con- 
dition are evident, and, given an owner-manager of broad views 
and sympathies, a proper understanding of the human problems 
is almost assured. Except in industries where consolidation has 
not gone far, however, ownership, or capital, is often represented 
by a host of people. Under present conditions many, perhaps all 
of these, are totally unknown to the business as a going concern, 
or at least quite unacquainted with it. If things progress as 
indicated by developments of recent years, the gulf of absenteeism 
in ownership which in itself is undesirable, may to a large extent 
be bridged by a remarkable increase in the number of small 
owners, or worker-capitalists. This already is under way on 
a large scale in such great aggregations as the United States 
Steel Corporation. The evolution in effect is doing away with the 
individual proprietor at the plant, and is gradually building up 
collective personal ownership among the workers at the plant. 
It is going from the condition where a single capitalist, as man- 
ager, was also a worker, to the condition where all, or at least 
many workers, become small capitalists. It is bringing ownership 
which has gotten away from the plant, back to the plant through 
another channel. It is the sane answer to bolshevism. But 
it means that during these great transition years of complete 
or partial absenteeism the manager, who is the connecting link 
between the old order and the new, should above all things be 
a great big human being to carry out the part entrusted to him 
by the inevitable progress of events. 

Everything should be done that the manager can do to give 
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the owners, through their directorate, a complete up-to-date 
picture of the plant at all times and under all conditions. This 
should reflect the human relationship throughout the work no 
less than the physical condition of the property. The manager’s 
attitude toward the owners, or their directors, should be abso- 
lutely frank and open, and should in return develop an attitude 
of complete confidence and support. The relationship is entirely 
one of interdependence and demands sure foundations. If, for 
example, certain policies are being pursued to the detriment of 
harmony, esprit de corps, or reasonable contentment among the 
workers, or if dividends are being voted at the sacrifice of a 
proper reserve for depreciation, the manager should fearlessly 
make this clear and feel sure of an understanding audience. 
But this is not enough. Being the owner-representative at the 
plant he should reflect to his directorate as far as possible all that 
would interest and stimulate the owner-manager of the old order 
in the prosecution and development of his daily business. Getting 
the impetus at first hand, he must by his enthusiasm and imagina- 
tion impart it to those who have the power but lack the contact, 
and from them he must receive not only support but such sym- 
pathy and appreciation of a situation as will make itself felt 
through him among the workers individually. 

This brings up the other side of this relationship—that of the 
help to the owners. An immense amount of friction and 
misunderstanding can be avoided by bringing the owners close 
to the help through the personality of the manager. While the 
latter should always conduct the business so as to show complete 
power and authority to deal with all matters of immediate con- 
cern, he should at the same time make the people in the plant 
feel, subconsciously perhaps, that the directors and owners of 
the company have a real personal interest in everything that 


transpires. 
SUPERINTENDENTS AND FOREMEN 


Any man can be led if the leadership is good, but many cannot 
be driven. Superintendents and foremen are readily susceptible 
to leadership, a thing right in line with their own jobs. Each 
one of them should be treated as a man with a future, and encour- 
aged to expand and develop himself as much as possible. Indeed 
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this feeling should pervade every worker in the plant. It is not 
an original thought, but one well worth adopting, that any 
superintendent or foreman who grows too big for his job shall 
have the assistance of the management in taking the next step 
ahead even if it means going to another company. The old 
idea was to cling to a man or to jockey him into such a position 
that he could not leave without serious loss of time or money 
or prestige. The new idea is to boost him even if it entails the 
personal loss of his services. The gain in good-will and esprit de 
corps is so great by the boosting plan that it much more than 
offsets the loss of an individual through extraordinary develop- 
ment and promotion. Good raw material naturally comes to 
a plant where the future of each individual is a matter of live 
interest to the management. 

Much has been written of the personal relation between the 
manager and his lieutenants. Sarcasm is always taboo and any 
faults or criticism of a personal nature are of course dealt with 
in private, everything being done to build up each man’s self- 
respect and proper confidence in himself. This last can be 
greatly encouraged by readiness to hear respectfully any honest 
suggestion from a subordinate and to place credit for initiative 
or for original ideas exactly where it belongs. A manager who 
is ready to go to others for expert advice or assistance, who 
on occasion is not afraid of saying, “I’m wrong” or “It’s my 
mistake,” who avoids cultivating an attitude of “know it all” 
or an atmosphere of infallibility, will greatly promote the growth 
of his men and their confidence in him. No one is fooled by the 
opposite posture, but it results in making everyone else shut up 
like a clam and abandon all real cojperation. A manager should 
be very careful to stifle any feeling of jealousy as to giving due 
credit to his rising young assistants; otherwise he is apt to drive 
a good man prematurely out of the company’s employ, or seriously 
to stunt his growth. The wonderful success of Andrew Carnegie 
in developing big men about him and growing bigger along with 
them is the thing to keep in mind. As far as the manager’s 
attitude in this personal relationship is concerned, it must be 
approachable, frank, friendly and helpful, being suggestive 
rather than critical and stirring up constructive imagination 
towards the future rather than dwelling destructively on post- 
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mortems of work done. Sufficient discipline naturally comes 
from business-like insistence on things being done methodically 
and punctually, all of which follows right along with modern 
planning and lay-out of the work. 

But of all things in the successful building and up-keep of a 
satisfactory and efficient organization, the principal one is to give 
the man in responsible charge of a department or of a piece of 
work sufficient lee-way or independence to enable him to grow. 
Minor mistakes through such a method are inevitable, but how 
well worth while they are, when it is seen that the alternative, 
the continuous close personal attention of the manager to every 
sort of detail, not only robs the superintendents and foremen of 
their growth but also ties down their chief to intensive routine 
and destroys his opportunity of real leadership. This point can- 
not be too strongly emphasized. Good material, properly trained, 
will know when to seek aid or advice. Beyond affording regular 
opportunities for this, for example, through a brief conference 
each morning, and laying out general lines of policy—principles 
to be followed, and results to be sought—the manager should 
hesitate to go. On the other hand, through previous experience 
and training, he should be a master of detail in his chosen line 
of work, and able to codperate intelligently and helpfully in any 
investigation or experiment along technical lines. But above all 
the manager should have the great part of his time freed from 
routine for imaginative leadership, and this can only be when he 
lets others really share his work and his responsibility. 


EMPLOYES 


The relationship with the employes at large is similar in its 
interdependence, demanding mutual respect and confidence, 
but is one of attitude on the part of the manager rather than of 
frequent contacts. If the manager’s attitude is one that inspires 
trust and confidence of fair dealing it means that the surest 
foundation for success has been laid. The greatest asset of the 
United States is said to be the trust which its given word inspires. 
In a similar way in his own small world the word of the manager 
should inspire trust; so that whatever the decision may be, the 
employes can absolutely count upon it. In introducing such 
work as task and bonus, or premium piece-work of any sort, 
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this confidence is vital. The greatest difficulty in this sort of 
development is the fear of the operative that after he has suc- 
ceeded in accomplishing the task or work as planned and is 
regularly earning the bonus or increased wage, he will have 
his bonus rate cut down and be left worse off than at the start 
with little net increase in wages and a high production record to 
live up to. It is the duty of the manager by his attitude in such 
matters to instil confidence in the employes that the company 
will not permit any such unfairness, and that, for example, no 
change in task and bonus, once set, will be made without a change 
in machinery or methods which renders such readjustment fair 
to both sides. 

Undoubtedly the greatest source of all wealth in manufacturing 
is the ability to secure the good-will of the work-people in their 
work. This can be done by no short-cut to popularity, by no 
stage-play nor four-flushing; nor can it be by playing favorites, 
by making molly-coddles of the workers, or by self-conscious 
paternalism in welfare work. Good-will in unstinted measure— 
and that is what you want— is possible only through the proper 
attitude of the company toward the workers, which means of the 
management or the manager toward them. In fact, as the man- 
ager is often the only contact point of the company with the 
employes at the plant, the attitude of the company may well 
originate and develop from the attitude of their manager, par- 
ticularly in those plants of moderate size with a comparatively 
inactive directorate and no chairman of the board as in the 
United States Steel Corporation. This attitude must neces- 
sarily be honest, as already noted, but it must be much more 
than that to reach the great sources of good-will. It must be 
eminently fair and just; it must lead to a study of the problems 
of existence through production from the workers’ standpoint; 
it must, as so practical and able a man as Judge Gary himself 
has stated, be guided by the principles of the Golden Rule. It 
must be founded on the hypothesis that whatever is to continue 
to exist in the new world of today, and this would include even 
such old established customs as the right of private property, 
will do so because it is best for the people as a whole and not for 
any particular part or group of them. The time has about 
arrived, as Charles Dickens phrased it, “when men and women 
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seem by one consent to open their shut-up hearts freely, and to 
think of people below them as if they really were fellow-passengers 
to the grave, and not another race of creatures bound on other 
journeys.” 

Able management, whether it works along the lines of so-called 
Taylor or Scientific Management, or along other lines, must 
from the material point of view have as its goal the saving of 
needless effort or labor, and the reclaiming of waste material. 
But, assuming this to have been perfectly accomplished, the 
source of all effort, of all initiative, the human being, remains 
broadly speaking still untouched. Aside from the threat of 
bolshevism, which originated in a bitter feeling of injustice over 
the lot of the human race, particularly the Russian race, in con- 
nection with its share of life and happiness for the average man 
today, able management must and is taking note of the human 
being as a potential source of energy far beyond anything yet 
realized. Able management is grasping the fact that the means 
of getting this energy into action are not the knout, the lash, 
hard words, black looks, or heartless neglect. The meanest 
man in the street, like the smallest nation, is calling for his 
place in the sun and he is going to get it. But he will not get 
it by force and threats such as those in power formerly used 
against him. He will get it by mutual understanding, and this 
is where able management steps in. The possibilities of saving 
in industry in a material way are enormous. The power to realize 
these savings and then to quadruple them through the vastly 
increased human energy flowing from the sources of good-will, 
rests on fair dealing—great, big, broad, fair dealing knowing no 
contrary precedent, brooking no time-worn hindrance. This 
fair dealing must wipe out the old demon of human greed, real- 
izing for the struggle that it is to the selfish interest of all con- 
cerned to settle this torment once for all. Once this thought is 
grasped that fair dealing, generous treatment can feed selfish 
money lust more than stark selfishness itself, everything works 
toward equilibrium. 

Master minds of national repute in industry are already grap- 
pling in a practical way with this question, considering it the 
keystone of the problem. It has been suggested by such men 
that after living wages and a reasonable minimum return on 
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capital are paid, the balance be divided equally between labor 
and capital. A sinking fund or “depreciation reserve for profits” 
would help average good and bad business years and might 
answer the query as to how labor was to meet its share of the 
losses in bad times. Whatever the fair proportion may be, able 
management knows that it cannot begin to realize these great 
savings, these vast additions of energy, unless it sets out with 
this aim of fair dealing in plain sight as its goal. Once this start 
is made, the plant thus favored will gain momentum as it advances 
along the right road. With the workers, health, hope, prosperity, 
happiness, mutual respect both given and received, contentment 
and absence of fear for the old, ambition and emulation for the 
young, all come from that great, big, broad, fair dealing which able 
management and the able manager set as their goal; all are fuel 
for that vastly increased human energy which flows from the 
sources of good-will. 


CoMMUNITY 


The community can both gain and give much, spiritually as 
well as materially, through touch with a plant located in its midst. 
This touch or coéperation is one of the chief concerns of a far- 
sighted manager. It deals with vital things such, for the worker, 
as water supply, sanitation, housing, fire-risk, education, recrea- 
tion; for the town or city, population, livelihood, growth, pros- 
perity. Countless manufacturing towns throughout the country 
are dependent for their very existence on the sustained business 
success of the plants within their borders, while these same plants 
are equally dependent for success in their present locations upon 
finding there satisfactory conditions of living for their operatives 
and of transportation for their supplies and products. The 
manufacturing interests through their operatives furnish for such 
a city the raison @’étre of the shops, stores and all other enterprise 
dependent on retail trade, and also supply directly a large pro- 
portion of the taxes for running and developing the city itself. 
In return the local merchants and business men should provide 
attractive and satisfactory stocks of goods, wholesome food-stuffs, 
and first-class amusements, while the city should give its indus- 
trial population clean streets, well regulated traffic, modern 
building laws, ample police and fire protection, sufficient parks 
and good schools. 
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In schools, for example, a special opportunity for beneficial 
cojperation is found, good schools attracting a desirable class 
of people to a town and later turning out the children of 
these same people with good educations, well prepared to enter 
on careers of industry or business to the mutual benefit of them- 
selves and their employers. Trade schools and night schools, 
fostered by forward-looking industry in coéperation with intelli- 
gent city governments to supplement the regular grammar 
and high school education, present just one of many fields for 
wonderful team-work between the plant manager and his com- 
munity. Every health-building effort for the people of a city, 
everything done to better the conditions surrounding the care 
and up-bringing of children is just so much solid gain to any 
manufacturing district. Many plants through their personnel 
superintendents and their industrial nurses have gone so far 
with health and welfare work among their employes that their 
example is a real source of inspiration to their city. From a 
business point of view alone codperation of the manager with 
the city in all such work is most desirable. But with this sort 
of work, both within and without the plant, it is indispensable 
that every effort, every expenditure of time, every outlay of 
money for the benefit of the help be made as a business prop- 
osition, because it pays, and never with any idea of charity or 
paternalism. 

In the case of absentee ownership the manager must again be 
the connecting link, in this instance between the owners and 
the community. The financial backing represented by plant 
ownership is needed in many communities to help support work 
such as Y. M. C. A. and kindred activities, a wide-awake chamber 
of commerce, efforts for better city government, in fact every- 
thing which tends to make the locality a better place to live 
in. But even with the manager’s interest enlisted in such 
codperation, the difficulty of replacing the local benefit from resi- 
dent ownership in industry is very great. Instances can readily 
be cited of two cities, A and B, lying opposite each other on the 
same river, with everything the same, climate, healthful loca- 
tion, available water power, transportation facilities, quality of 
the people, everything except ownership of industry, A having 
resident ownership, B absentee. Both cities may be enterprising 
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and prosperous, but in almost every instance of this kind, A 
with its large property owners on the spot will lead in getting 
more return for its taxes and in showing a more progressive spirit; 
it will have better government, better schools, cleaner streets, 
and will be the first to start new movements for public welfare 
or business expansion. The man owning industrial property in 
A knows exactly what is being done with his taxes from day to 
day; if the streets are poor and the traffic congested, he bumps 
along and is held up in his automobile; if the fire-risk is bad, 
he pays for it personally in the insurance on his home; if the 
schools are poor, he wonders where he is going to educate his 
children. But the absentee owning industrial property in B has 
none of these personal contacts with inconvenience and if his 
dividends are diminished by over-taxation or a difficult labor 
market, he realizes but dimly the cause. 


CUSTOMERS 

Though remote from the plant the customers comprising its 
markets form a contact that is very real. This relationship is 
susceptible of great influence for better or worse through the 
manager, who can build up a great reputation for his plant and 
product by the simple means of frankness and fair dealing, of 
courtesy, of care, of interest in the special requirements of each 
customer, of readiness to have his organization take all those pains 
in little things which collectively represent what is known as 
service in modern business. Reciprocally he can help a whole lot 
the people in the plant working on the orders of these customers, 
by interpreting to them in their own familiar language the various 
instructions and criticisms which the customers send in. Some 
customers are captious, some over-critical, some, while meaning 
to be fair in their criticisms, do not know how to express them 
properly. It is most desirable that every manager of a plant 
know his customers personally as far as possible, and so knowing 
them and understanding their personality, he can intelligently 
gauge and interpret their instructions and criticisms to his 
organization. There is a remarkable psychology which pervades 
a working force in regard to the particular customer whose work 
they may be handling. It is a striking fact that customers who 
take fair views, who are not unreasonably critical, and who are 


not afraid to pass back to the plant a friendly good word when 
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work is done well, create a feeling of pleasure and satisfaction 
among the people engaged upon their work, and this feeling reacts 
favorably toward the successful accomplishment of the work; 
while on the other hand, incessant, rasping, unfair criticism 
results in making the help nervous and affects the work unfavor- 
ably. Where work is done on orders for particular customers 
it thus acquires a sort of personality with the work-people, and the 
touch of the manager in transmitting through his organi- 
zation the wishes and criticisms of each client should be 
such in each case as to make the “personality” of the work as 
agreeable as possible to the workers. 

Beyond this and very important is the helpfulness of having 
as many as possible of the executive staff of a plant know one’s 
customers personally. A trip through the market for each one 
at least two or three times a year is the way todo this. Personal 
acquaintance, understanding and friendship on either side make 
up a strong mental background for what before was only an 
endless flow of letters or orders. Too often a customer has no 
understanding of the difficulties and risks of manufacturing, 
while an executive at the plant thinks of the customer as a fussy 
or unreasonable person to please whom is impossible. Face 
to face each realizes the other is human; the customer grasps 
the idea of conditions not always possible to control; the plant 
executive sees that the mill’s customer has in turn his customer— 
be it some further manufacturer or the general public—who must 
be satisfied or appeased. Where the nature of a business is such 
that a company manufactures and markets its product direct 
through a large selling force covering a wide area, for example 
the entire country, the ends above outlined are largely achieved 
by gathering the selling force together at the plant, say every 
six months just before the opening of a season, and having manu- 
facturing and selling heads spend a week in conferences, formal 
and informal. This is current practice in many places and the 
results are immeasurably beneficial. The principle, however, 
is in all cases the same: bring those who manufacture a product 
into the closest possible touch with the final users of that product. 


COMPETITORS 


Lastly, in the list of contacts as we are taking them up, but 
of prime importance, are the manager’s dealings with his com- 
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petitors. Much less than a generation ago each piece of knowl- 
edge a foreman in a mill possessed was regarded by him as his 
own private property. If he divulged it to the management 
he felt his hold on his job was just that much less secure. 
Examples of this in the textile industry come freely to the writer’s 
mind. A boss dyer, before the advent of the great development 
of German dyes, was very close about recording his old wood-dye 
formulas. If he happened to be sick, or on vacation, or if he quit 
his job, so much the worse for the plant for the time being—he 
was not looking ahead for himself or for his plant. A foreman 
carder in a cotton mill had a remarkable mixture of oils for treat- 
ing the leather on the rolls of his draw-frames. Nothing under 
heaven could persuade him to divulge this recipe. The relation 
of plant to plant in competition in the same industry has been, 
and to a large extent still is, in the same condition as that of these 
foremen in clinging to their past knowledge. While it is not 
suggested that one’s special trade secrets should be trumpeted 
from the house-tops to one’s bitterest competitor, it is a fact that 
a certain attitude of mind begets certain results. Useful knowl- 
edge cannot be locked up in a chest and kept for any time from 
the use of men, without some one happening along and picking 
the lock. The man who is always worrying about guarding 
his work and methods from others will not have room in his mind 
for big constructive thought looking to future development and 
betterment. Every good thing brought out in industry is going 
to have imitation and in most cases successful imitation. So 
after all the chief benefit in singularity or individuality of ideas 
and methods is to be a leader in these, to be a year or two, or 
even six months, ahead of the crowd; not only not to follow, but 
to be far from content simply to be “on the band wagon” as 
they say in politics; one must be far ahead of the “band wagon” 
or average knowledge and practice, to get the real benefits we are 
contending for. 

Now what, you are asking, has all this to do with the relation of 
a manager to his competitors and to other plants? Just this. 
No one has a monopoly of good ideas, and it is only by exchanging 
ideas through contacts with one’s competitors that a manager 
can truly grow. This applies just as much to the other plant’s 
manager as to yourself. Even without giving out any special 
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formulas or peculiar trade secrets, without even showing certain 
machines of unusual design or accomplishment, one man can visit 
the plant of another in the same industry with very great profit 
to both. It matters not whether the visit is made or is received. 

I cannot remember any visitor to our plant from a competing 
plant, and all are welcome, who by his questions has not stirred 
up some new line of thought which has led to helpful action 
of one kind or another. This, of course, would seem the lesser 
of the opportunities for benefit. In visiting another’s plant 
a host of new ideas is gathered, not necessarily of one specific 
method or process, but of doing a score of things which you are 
doing, but in an entirely different way, of tackling a problem 
from a new standpoint, of accomplishing the same result with 
less toil or under healthier conditions for the workers. As in 
the case of one’s customers, closer acquaintance with com- 
petitors also causes everyday vexations to disappear. The 
futility of pirating help is quickly realized and practices of this 
kind which bring no lasting advantage, but only ill will, fall 
naturally into disuse. The broadening effect of exchanging plant 
visits is remarkable, the results are mutually advantageous, the 
benefit is great to the industry as a whole, particularly in view 
of the new era of world competition on which we are entering. 

Again in matters of markets such as costs and prices, a great 
amount of good is gained by frank and open dealings with one’s 
competitors, good not only for one another but for one’s custom- 
ers, for the trade at large. Should the plant manager also have 
to do with the selling policy of the business he will find that free 
comparisons with competitors of costs for a given operation or 
product, legitimate publishing of prices that have been quoted 
on standard lines of work, all make for stable market conditions 
benefiting both buyer and seller. 

Plants, even industries, are like individuals. Some are broad- 
minded, receptive of new ideas, progressive, energetic. Others 
are narrow in outlook, suspicious of all change; they are clinging 
to the past, waiting to be pushed. Let no one think that by an 
open-minded attitude he will so reform his industry that there 
will be no laggards left to set the average market price above his 
costs. There is more, a million times more to gain by industrial 
reciprocity than by isolation and stagnation; and the stepping- 
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stone to reciprocity is the broad-minded attitude of the manage- 
ment, and first of all, of the manager. 


CONCLUSION 


The manager himself then is the focal point of all these various 
contacts of plant relationships. Under the old conditions he 
was often a victim, ground between the upper and nether mill- 
stones, capital and labor, his employers and his help. The new 
view, speaking somewhat in the language of the army, would 
rather regard him as a thoroughly efficient liaison officer promot- 
ing understanding, codperation and harmony. Instead of being 
broken down or in a rut, he should be full of contagious enthu- 
siasm, ready for leadership, carving out new lines of progress. 
But assuming him to be a man of integrity, force of character, 
brains and energy, what is the most important characteristic of 
his work? Unquestionably his attitude. It is his compass 
according to which he will steer toward the east, the coming day, 
the new vision, the broadening opportunity; or toward the west, 
the setting sun, the days that are past, the closed mind. He 
must keep in touch with things in a large way. What is going on 
in England, for example, in the work of the Joint Industrial 
Councils and their share, at least in an advisory capacity, in 
governmental problems of reconstruction and adjustment will 
be of live interest to him. So far has this development gone that 
it is even suggested (by Sir John Pilter, honorary president of 
the British Chamber of Commerce at Paris) that joint commis- 
sions of employers and employes “visit the principal producing 
centres in their trade in other countries and there see at 
first hand the conditions with which they must codperate 
or compete and study any advantage or improvement which 
might well be carried home. The scheme is based on the doubt- 
less sound notion that, broadly speaking, labor has little if any 
knowledge of the main currents of industry, and that if employers 
were to share their knowledge of competitive markets with their 
employes, there would be a clearer understanding on the part 
of labor of the problems for whose solution ‘capital’ is respon- 
sible.” A moment’s thought of the vast possibilities contained 
in this outlook and of the rapidly changing conditions of the 
new world of today cannot fail to stimulate the imagination and 
to challenge real ability. 
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Labor Agreements with a Powerful Union 


By Hon. Jacop M. Moses! 
Lawyer, Baltimore, Md. 


HE Amalgamated Clothing Workers of America are not 
affiliated with the American Federation of Labor. The 
organization came into being in the autumn of 1914, when a large 
number of the tailors and cutters in a body left the United Gar- 
ment Workers of America (affiliated with the A. F. of L.) and 
subsequently united with the Tailors’ Industrial Union (formerly 
known as Journeymen Tailors’ Union) under the name of The 
Amalgamated Clothing Workers of America. Its first convention 
was held in the City of New York, December 26th to 28th, 1914. 
This fact is mentioned because in the brief period of its existence 
it has become the dominant labor organization in the men’s and 
boys’ clothing industry in America. It has a membership of over 
100,000 and it has agreements governing industrial relations be- 
tween its members and the most important clothing manufactur- 
ers of the country. The new organization from its inception was 
distinguished by an enthusiasm, a morale and an idealism which 
are quite remarkable and it has developed a type of leadership 
which has attracted wide attention both within and outside of the 
labor movement. The report of the general officers at the first 
convention emphasized the need of education as an indispensable 
element of success in achieving the aims of the organization. 
I quote from said report as follows: 

An organization of labor, to be true to its mission, to be able to elevate the 
workingmen mentally, materially, morally and in every other sense, while gather- 
ing strength for the ultimate emancipation of the working class from the wage 
system, must be predicated on education. An economic labor organization built 
on the solid foundation of knowledge and enlightenment will never be in fear of 
destruction, will be able to withstand any storm, and the workingmen will find 
in it shelter and protection. A workingman brought into the Union 
by the ennobling influence of education will not have to be urged in season aiid 
out of season to remain in the Union. The Union will always live in his own 
soul and he will alfvays be found in the organized ranks with his fellows. The 


! Judge Moses acts as impartial chairman in the two Baltimore shops having 
agreements with the Amalgamated and referred to in this article. [Editor.] 
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workingman must be informed on the cause of the existence of Unions, on their 
true missions, which are not confined to the walking delegate’s duties to attend 
to complaints brought from shops. We need a new type of organizer, a new type 
of, what is ordinarily termed, labor leader. Let us open the gates of our organi- 
zation to educators and they willcome. . . . . One of the most effective 
means of education is undoubtedly the press. . . . . We hope that this 
convention will provide means for a press of our own so that we may do our work 
in the most effective manner. 


The organization at present publishes six weekly and bi-weekly 
newspapers in the following languages: English,? Yiddish, Ital- 
ian, Polish, Bohemian and Lithuanian. 

The preamble to its constitution reads as follows: 


The economic organization of labor has been called into existence by the capi- 
talist system of production, under which the division between the ruling class 
and the ruled class is based upon the ownership of the means of production. 
The class owning those means is the one that is ruling, the class that possesses 
nothing but its labor power, which is always on the market as a commodity, is 
the one that is being ruled. 

A constant and unceasing struggle is being waged between these two classes. 

In this struggle the economic organization of labor, the union, is a natural 
weapon of offense and defense in the hands of the working class, . 

But in order to be efficient, and effectively serve its purpose, the union must in 
its structure correspond to the prevailing system of the organization of industry. 

Modern industrial methods are very rapidly wiping out the old craft demar- 
cations, and the resultant conditions dictate the organization of labor along indus- 
trial lines. 

The history of the class struggle in this country for the past two decades 
amply testifies to the ineffectiveness of the form, methods and spirit of craft 
unionism. It also shows how dearly the working class has paid for its failure to 
keep apace with industrial development. 

The working class must accept the principles of industrial unionism or it is 
doomed to impotence. 

The same forces that have been making for industrial unionism are likewise 
making for a closer inter-industrial alliance of the working class. 

This inevitable process will eventually lead to a universal working class organ- 
ization, united along the entire line of the class struggle, economically and polit- 
ically, instead of being split up and divided against itself, as it unfortunately 
is at present, under the antiquated teachings and methods. 

For the consummation of this great end the education of the working class is 
most essential. This must, therefore, be a very important part of the mission 
of the labor movement. 

Every oppressed class in history achieved its emancipation only upon its 


2 Advance, published at 31 Union Square, New York City. 
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attaining economic supremacy. The same law operates also in the struggle 
between capital and labor. 

The industrial and inter-industrial organization built upon the solid rock of 
clear knowledge and class consciousness will put the organized working class in 
actual control of the system of production, and the working class will then be 
ready to take possession of it. 


AGREEMENTS WITH EMPLOYERS 


As above stated the Amalgamated has entered into agreements 
with the principal manufacturers of clothing and it is the purpose 
of this article to tell something about these agreements and how 
they work in actual practice in two clothing plants in the City of 
Baltimore.’ 

The agreements with the various employers are practically the 
same and the more important provisions in the cases referred to 
are as follows: 


(A) The hours of work shall be 44 per week consisting of five days of 8 hours 
each and a Saturday half holiday. 

(B) Overtime shall be dispensed with so far as possible. When overtime is 
necessary the worker shall be paid at the rate of time and a half. 

(C) Requests for wage increases shall be taken up in the first instance by the 
shop chairman elected by the workers and the duly appointed representatives of 
the employer. In case of disagreement the matter shall be referred to the Trade 
Board, hereinafter provided. The Trade Board shall investigate and shall have 
power to render a decision. 

(D) The Trade Board shall be composed of eight* representatives elected by 
the workers (members of the Union) and a like number of representatives ap- 
pointed by the employer, and an Impartial Chairman chosen by mutual agree- 
ment of both parties. The Trade Board has jurisdiction over all complaints 
and grievances which may arise in the shops and which may be referred to it for 
decision by either side. An appeal from any decision of the Trade Board may 
be taken to the Board of Arbitration, hereinafter provided. 

(E) The Board of Arbitration shall be composed of three members, one 
representing the employer, one representing the workers and the third chosen 
by mutual agreement to act as Chairman.’ All decisions rendered by the Board 
of Arbitration shall be final and binding upon both parties. 

(F) All work shall be given to the inside shops. If, however, the workers are 


* Henry Sonneborn & Company, Inc., employing about 3000 workers, and 
Strouse & Bros. Inc., employing about 1000. 

‘ The number differs in the various factories. 

§ President Frank J. Goodnow of Johns Hopkins University is Chairman of 
the Board of Arbitration under the agreements with Henry Sonneborn & Co. 
Inc. and Strouse & Bros. Inc. 
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unable to meet the demands of output or are unable to insure prompt deliveries 
through increase of business, the employer shall have the right to place extra 
work in outside shops in order that undue injury, through the cancellation of 
orders, may be prevented. It is understood, however, that the representatives 
or agents of the employer having charge of the giving out of such work shall give 
preference to outside shops whose workers are members of the Amalgamated 
Clothing Workers of America. It is further understood that if without undue 
delay all such work cannot be placed in such shops, the employer shall have the 
right to place such work wherever it can be most satisfactorily and speedily 
handled. 

(G) All new workers are on probation for three weeks‘ and if not satisfactory 
may be discharged at any time during the probationary period. 

(H) Changes in methods of production, as well as changes of persons from 
one operation or department to another, may be made by the employer, provided 
the individual worker does not suffer because of such change. In every case the 
shop chairman shall be notified before the change is made. 

(I) All persons employed directly in the manufacture of clothing in the cutting, 
trimming and tailoring departments of the employer, shall be members of the 
Amalgamated Clothing Workers of America in good standing.’ 


* This period varies in the different agreements. 

7 The Sonneborn and Strouse labor agreements provide for the closed shop. 
Hart, Schaffner & Marx of Chicago was the first clothing manufacturer to make 
a labor agreement with the Amalgamated. This agreement has been renewed 
from time to time and is still in force. It provides for the “preferential shop” in 
the following terms: “‘It is agreed that the principle of the preferential shop shall 
prevail, to be applied in the following manner: 

“Preference shall be applied in hiring and discharge. Whenever the employer 
needs additional workers, he shall first make application to the union, specifying 
the number and kind of workers needed. The union shall be given a reasonable 
time to supply the specified help, and if it is unable, or for any reason fails to 
furnish the required people, the employer shall be at liberty to secure them in 
the open market as best he can. 

“In like manner, the principle of preference shall be applied in case of dis- 
charge. Should it at any time become necessary to reduce the force in conform- 
ity with the provisions of this agreement the first ones to be dismissed shall be 
those who are not members of the union in good and regular standing. 

“The provisions for preference made herein require that the door of the union 
be kept open for the reception of non-union workers. Initiation fee and dues 
must be maintained at a reasonable rate, and any applicant must be admitted 
who is not an offender against the union and who is eligible for membership 
under its rules. Provided, that if any rules be passed that impose an unreason- 
able hardship, or that operate to bar desirable persons, the matter may be brought 
before the Trade Board or Board of Arbitration for such remedy as it may deem 
advisable.” 

In May, 1919, a large number of clothing manufacturers in Chicago made 
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(J) It is understood that the power of discipline and discharge shall remain 
with the corporation and its agents. It is agreed, however, that at the request 
of the shop chairman the employee shall remain at work until the Trade Board 
reviews the case.* 

(K) Whenever a worker shall have absented himself from his accustomed 
place without giving an acceptable reason to the representative of the employer 
in charge of his work, upon the second business day of his absence, his position 
may be considered forfeited. In case of absence, a reason therefor must be 
given to the foreman (or other representative of the employer) by messenger, 
mail or telephone. Any worker who is absent on account of sickness shall be 
re-instated in his former position if proper notification is given the foreman and 
shop chairman within three days, provided he returns to work within a reason- 
able time. 

(L) Standards are to be established by a committee composed of an equal 
number of representatives of the workers and the employer and if they cannot 
agree the matter shall be referred to the Trade Board, whose decision shall be 
final.* 


ORGANIZATION 


The workers organize each shop (such as coat-shop, pants-shop, 
vest-shop, etc.) by electing a shop chairman and two or more 
assistants, who together constitute the shop committee. The 
shop chairman then appoints a worker in each section or group 
(such as pocket-makers, sleeve-sewers, basters, etc.) to represent 
his or her section, the principal function of such representative 
being to bring to the shop chairman any complaint, grievance or 
demand that may originate in the particular section. The shop 


agreements with the Amalgamated providing for the preferential shop. The 
full text of these agreements was published in the Daily News Record (New York, 
May 16, 1919) and may be obtained by writing to the general office of the 
Amalgamated, 31 Union Square, New York City. 

* Until recently this clause read as follows: “It is understood that the full 
power of discipline and discharge remains with the corporation and its agents, 
but it is agreed that this power shall be exercised with justice and with due regard 
for the reasonable rights of the employee. If the employee feels as if he has been 
unjustly discharged, he may appeal to the Trade Board, which shall have the 
power to review and decide such cases. In every case the shop chairman shall be 
notified before actual discharge. By request of the shop chairman, the discharge 
should be delayed until the Trade Board hears the case.” 

*In the Sonneborn plant most of the workers are week workers with wages 
based upon a “standard” production. In the Strouse plant most of the workers 
are piece workers and the agreement provides for a wage board, presided over 
by the chairman of the Trade Board, to handle requests for increases. 
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chairman and his assistants are elected for six months and the sec- 
tion representatives serve for a like period, but the workers of the 
shop may at any time by a majority vote depose the shop chair- 
man or his assistants or appointees. 


Heap CHAIRMAN oR Deputy 


The head chairman or chief deputy of the workers of the entire 
factory (combined shops) is elected by a general shop committee 
made up of all the shop chairmen and their assistants (shop com- 
mittees) and his election must be ratified at a general meeting of 
the workers of the entire factory. He is elected for six months, 
but may be deposed at any time by a majority vote of the workers 
at a genera! meeting. Such action may be taken upon the recom- 
mendation of the general shop committee or otherwise. His 
duties are to preside at all general meetings of the combined shop 
committees and of the workers of the factory. If the shop chair- 
man and his assistants (shop committee) cannot adjust any matter 
in dispute between the workers and the representatives of the 
employer in any particular shop, the head chairman is called in 
to adjust same. If he cannot reach an adjustment with the 
representatives of the employer, the matter is then taken to the 
Trade Board for settlement. It is estimated that about ninety 
per cent of the cases are adjusted without reference to the Trade 
Board. 

Before any request for a change of conditions affecting a section 
or group can be presented to the employer, such change must be 
sanctioned by the general shop committee composed of all the 
shop chairmen and their assistants. 


Tue Trape Boarp 


As provided in the agreement the workers and the employer 
each have an equal number of representatives upon the Trade 
Board. Each important section or group of workers elects one 
of their number to represent them upon the board for a definite 
period, usually six months, but such representative may be 
recalled at any time by a majority vote of the group. A woman 
worker is elected by the women workers of the entire factory to 
represent them, so that there is always at least one woman on the 
board. An “Impartial Chairman” is chosen by mutual agree- 
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ment, when the contract between the employer and the union is 
entered into, to serve during the term of the agreement. He 
presides at all meetings of the Trade Board and has power to 
decide all questions over which the Trade Board has jurisdiction. 
His decisions are generally subject to an appeal to the Board of 
Arbitration, although appeals are rare.'® 


How tHE PLan Works 


When a worker or a group of workers in the shop has a grievance, 
or desires an increase in wages, the worker representing such 
group presents the matter to the shop chairman, who takes it up 
for adjustment with the shop superintendent or other designated 
representative of the employer and if they are unable to adjust the 
matter in a satisfactory manner it is referred to the Trade Board 
for decision. Where the employer has a labor manager the shop 
chairman takes the matter up with him for adjustment instead of 
with the shop superintendent. One of the employers referred to 
has recently engaged a labor manager" and the number of cases 
which have been referred to the Trade Board has greatly de- 
creased. This is especially true with regard to the cases involv- 
ing discipline and discharge, which because of their vital impor- 
tance to the workers and their influence upon the morale of the 
shop must be briefly referred to. 


DIscIPLINE AND DISCHARGE 


Before the advent of the labor manager, foremen or shop super- 
intendents frequently sought to discipline or discharge a worker 
with what appeared to be undue haste. Almost invariably in 
such cases the entire group, often the whole shop, became agitated 
if an apparent injustice was done to the worker. As above stated, 


1° Under the Sonneborn agreement, since January, 1916, to date, only one 
appeal has been taken and that was withdrawn before hearing. Under the 
Strouse agreement, since May, 1917, no appeals have ever been taken. In the 
two plants the Trade Board has held over 300 sessions and more than that num- 
ber of cases have been decided. 

There are rarely any stoppages. When they do occur it is usually because the 
workers are required to work at a new operation for an unreasonable length of 
time before the new piece rate is fixed. No stoppages have occurred because of 
adverse Trade Board decisions. 

™ Dr. Clyde L. King (in the Sonneborn plant). 
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under the earlier agreements the worker could be discharged before 
hearing by the Trade Board, but could apply for a review of his 
case and re-instatement by said board. This procedure proved 
unsatisfactory because the workers felt that it was unjust to 
deprive a man of his job before giving him a chance to defend him- 
self and their dissatisfaction frequently manifested itself in dimin- 
ished production, lack of discipline and in other ways. Even 
after re-instatement of the worker with back pay the apparent 
injustice which he had suffered was not forgotten by him and 
members of his group and the employer paid the penalty in the 
end. It therefore became necessary, both in the interest of the 
worker as well as of the employer, to change the procedure in order 
that the worker might have the right to have his case heard by 
the Trade Board before he could be discharged." The mainte- 
nance of shop discipline and morale requires a prompt disposition 
of these cases and they are heard by the Trade Board without 
delay. 

One of the most frequent complaints made by the employer is 
that the worker is inefficient or turns out “bad work.” In one of 
the plants referred to, when such a complaint is lodged with the 
shop chairman by the employer’s representative the shop chair- 
man goes at once to the worker and admonishes him that he must 
do the work properly and the foreman shows the worker what is 
expected of him. If the worker continues to produce bad work, 
the shop chairman warns him that if he is brought before the 
Trade Board upon that charge, he will not be defended by the 
workers’ representatives and may be discharged. This plan has 
worked very successfully and very few cases have come before the 
Trade Board. The union does not defend bad work, but the 
representatives of the workers on the Trade Board insist that 
before a worker may be discharged for bad work he should be 
instructed how the employer desires the work to be done and he 
should receive due” warning before his case is referred to the Trade 
Board, in order to give him a chance to improve. Occasionally it 
is found that a worker can do better work on a different operation, 
and in such cases, whenever possible, he is transferred. 


2 See appendix to this article, page 176. 
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CHANGES IN Meruops or PRopUCTION 


Before the agreements were made with the union the employers 
found it next to impossible to improve their methods of production 
and the installation of new systems was almost out of the question. 
The workers resisted changes which involved learning a new opera- 
tion or a loss in wages. After all, when a man has been making 
pockets in a certain way for ten years and has acquired great skill 
and speed and a fair earning capacity, he can hardly be expected 
to submit tamely to a radical change in method which practically 
nullifies his accomplishment and relegates him to the ranks of the 
learner or the unskilled worker. Therefore, every important 
change usually involved a stoppage of work and the employer 
considered himself fortunate if he could secure a slight concession. 
This situation is dealt with in the agreement (clause H) which 
provides that changes in methods of production, as well as changes 
of workers from one operation or department to another, may be 
made by the employer, provided the individual worker does not 
suffer because of such change. Of course, the shop chairman 
must be notified before such change is made, so that he may 
explain the matter to the worker or group and assure them that 
they will not be permitted to suffer through the change. This 
means, especially, that the workers will not receive less wages 
under the changed conditions. This clause of the agreement has 
been construed by the Trade Board to permit the introduction of 
new machinery, new systems of handling and routing the work, 
new methods of production, the keeping of records by the workers 
and, within the last few months, the taking of time-studies for the 
purpose of establishing piece rates and standards of production. 
Obviously, this is a tremendous gain, and although, at times, such 
innovations have met with vigorous protest from the rank and file, 
yet the leaders of the union, all things considered, have displayed 
a spirit of cojperation and a degree of intelligence and compre- 
hension of modern business methods truly remarkable. 


A New Type or LEADERSHIP 


Those who are familiar with the development of the clothing in- 
dustry must be deeply impressed with the tremendous changes which 
have taken place since the Amalgamated became a powerful organ- 
ization. Its strength and the character of its leaders are a guar- 
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antee that its agreements will be carried out by both workers and 
employers. It has the power to compel respectful consideration 
of its demands. It was the first labor union to secure the 44 hour 
week for the entire industry in which its members are employed. 
Its insistence upon collective bargaining and a representative 
form of government in the shop is establishing law and order in 
an industry which heretofore has been notoriously chaotic. A 
striking example of this fact is presented by the clothing industry 
in New York City. Prior to February of this year the conditions 
were most deplorable. About 150 manufacturers employing some 
10,000 workers in inside shops and over 1200 contractors employ- 
ing about 40,000 people were in a constant state of ferment. 
Guerrilla warfare, stoppages, strikes and lockouts were matters 
of almost daily occurrence. Sometimes the manufacturers and 
contractors combined to fight the union; more frequently the con- 
tractors sought the union as their natural ally. Bitterness, re- 
crimination, demoralization—no other terms will serve to describe 
the situation. The workers had uncontrolled power in the shop 
and the shop chairman abused that power whenever it served his 
purpose. It was a situation which called for statesmanship, 
courage and exceptional leadership. All these are possessed in a 
remarkable degree by Sidney Hillman, the general president of the 
union. His tact, ingenuity and foresight brought order out of 
chaos. He frankly admitted the abuse of power by the petty 
union officials in the shops, but he also showed that the methods 
of the boss were mainly responsible for the conditions which 
threatened the industry with destruction. He proposed a labor 
agreement under which collective bargaining and industrial rela- 
tions would be established between the union and the entire local 
industry, and this has now been practically accomplished. The 
Rochester and Chicago markets have followed with similar agree- 
ments under which the union can deal with the industry as a whole 
and in July representatives of the clothing manufacturers of New 
York, Rochester, Chicago and Baltimore met in New York and 
established the National Industrial Federation of Clothing Manu- 
facturers. Its Articles of Federation state that 


The Board of Governors shall have authority to bind the participating manu- 
facturers to any agreement with the Amalgamated Clothing Workers of America 
and to make rules and regulations governing the industrial relations between 
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management and workers. It shall be responsible for establishing an industrial 
government with all necessary organization of administrative, judicial and legis- 
lative functions to stabilize wages, hours, standards of efficiency and all condi- 
tions of employment. 

The next move must now come from the union and-its action is 
awaited with much interest. 


APPENDIX 


The question as to the right of the worker to have his case heard by the Trade 
Board before he could be discharged was carefully considered and fully discussed 
in a report made by a committee consisting of Mr. James Mullenbach, Impartial 
Chairman of the Trade Board under the Hart, Schaffner aud Marx agreement, 
Dr. N. I. Stone, now labor manager for The Hickey-Freeman Co. and Jacob M. 
Moses, chairman, to Dr. William Z. Ripley, Louis Marshall, Esq. and Prof. 
Felix Frankfurter, acting as an advisory board to consider controversies between 
the American Men’s and Boys’ Clothing Manufacturers Association of New 
York and the Amalgamated Clothing Workers of America, in February, 1919. 
This report has not been published and because of the difficulty in securing a 
copy of same, that portion will be quoted which bears upon the subject under 
consideration (page 172)—Discipline and Discharge. 

“Asa result of the long strife for control in the shops the manufacturers admit 
that they have lost the power of discipline and discharge, except at the cost of 
prolonged lockouts and stoppages. ‘ 

“This condition, it is recognized, is unsatisfactory to both parties, means 
destruction of their real interests, and some method of orderly procedure in cases 
of discharge is essential. 

“The manufacturers contend that the only effective system of discharge will 
be one where the employer shall have the right of immediate discharge of a work- 
man, but that such discharge shall be followed by a review by the Impartial 
Chairman who may confirm the discharge, or overrule it by reinstating the work- 
man with or without back pay according to his judgment. The employers cite 
the experience of the Hart, Schaffner and Marx Labor Agreement in this respect 
as confirming their contention. 

“The Union contends that an adequate system of discharge will be one where 
the employer may order the discharge, but the discharge shall not become effec- 
tive, that is, the discharged workers need not leave the shops, except by consent 
of the shop chairman, and until the Impartial Chairman shall review the causes 
of the discharge. The workers cite the experience of the Sonneborn Labor 
Agreement in confirmation of their contention. 

“The Hart, Schaffner and Marx provision for discharge and the practice there- 
under is as follows: 

“* “The full power of discharge and discipline remains with the company and 
its agents,—but it is understood that this power should be exercised with justice 
and with due regard to the reasonable rights of the employe, and, if an employe 
feels that he has been unjustly discharged, he may appeal to the Trade Board, 
which shall have power to review the case. 
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“* “Every person suspended shall receive a written notice, directing him to 
appear at the office of the company for a decision—every suspension notice prop- 
erly presented to the discipline officer of the company must be disposed of within 
six working hours from the time of its presentation and a definite decision 
announced to the suspended person.” 

“Under the provision of the agreement for discipline the practice at present 
is as follows: 

“‘All exercise of discipline or discharge has been withdrawn from the shop 
managers or superintendents and foremen, and is vested in the director of labor 
who investigates and passes first on all charges against a workman before an 
order for discharge is given. His function in this respect is a judicial one. Ac- 
cording to the discipline officer of the company,—‘in cases of discharge the bur- 
den of proof is upon the employer to show that such discharge is necessary for 
the welfare of the organization. He must also show that any alternative action 
involving less hardship on the individual is inadequate.’ 

“When, however, the discharge is advised by the discipline officer the discharge 
is immediately taken up by the deputy of the workers and, if no adjustment with 
the company can be made, the discharge becomes an emergency case and is 
heard immediately by the Trade Board. 

“There are two exceptions to this method of procedure. 

“‘Cutters who fall off in their production may not be disciplined, i. e., reduced 
in wages, suspended or discharged, before there has been a hearing before the 
Trade Board. Cutters are week workers. 

“*In the case of deputies of the Union and Trade Board members, no discipline 
can be imposed until charges are filed and heard before the Trade Board. 

““By practice also Shop Chairmen are not disciplined until charges are filed 
and reviewed before the Trade Board. 

“The system at Hart, Schaffner and Marx has worked well largely because of 
the following factors: 

“When the agreement was first made the company held the power of discipline 
and the agreement was designed to define and limit the exercise of the power; 
further, the disciplinary function is centered in one official—the director of labor 
—who determines the policy of the company as to discipline and discharge and 
so maintains consistent aims and practices in the exercise of his functions; and 
further, the promptitude with which the discharge cases are heard and disposed 
of. 

“The provision in the Sonneborn Labor Agreement dealing with discharge is 
as follows: 

“ “It is understood that the power of discipline and discharge shall remain 
with the corporation and its agents. It is agreed, however, that at the request 
of the Shop Chairman the employee shall remain at work until the Trade Board 
reviews the case.’ 

“The practice under the Sonneborn agreement was originally like that of the 
Hart, Schaffner and Marx Agreement. The clause in the earlier agreement 
reads as follows: 

** *Tt is understood that the full power of discipline and discharge remains with 
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the corporation and its agents, but it is agreed that this power shall be exercised 
with justice and with due regard for the reasonable rights of the employee. If 
the employee feels as if he has been unjustly discharged, he may appeal to the 
Trade Board, which shall have the power to review and decide such cases. In 
every case the Shop Chairman shall be notified before actual discharge. By 
request of the Shop Chairman, the discharge should be delayed until the Trade 
Board hears the case.’ 

“Because this request of the shop chairman on account of the use of the word 
‘should’ was not held to be mandatory, the company insisted that the discharged 
man should leave the shop forthwith. This action, however, always awakened 
the resentment of the people in the shop and caused a falling off in production, 
and even when the man was reinstated with back pay the summary action of 
dismissal still rankled. 

“On account of this evil effect the original practice was abandoned and no dis- 
charge involving immediate withdrawal from the shop took place except by 
agreement of the Shop Chairman. This practice being recognized as conserving 
the interests of both parties, the agreement was changed to read as at present, 
giving the Shop Chairman authority to prevent the withdrawal from the shop 
until the case has been heard by the Trade Board. 

“It is clear that the administration of the two systems is not so widely different, 
and it is purely a question as to which is best adapted to meet the needs of the 
New York situation. 

“As pointed out above, the outcome of the struggle between the employers 
and the workers finds the employers bereft of the power of discipline. For years 
the workers apparently had been able to veto any disciplinary action of the 
employer, and a guerrilla warfare has been waged. 

“* Any system of orderly procedure will take power from the workers or at least 
confine the exercise of it within prescribed limits. Under these circumstances 
we believe it is altogether advisable to inaugurate the procedure under the Sonne- 
born Labor Agreement— 

“1. Because it is adequate, and 

“2. Because it will secure the co-operation of the workers in the endeavor to 
secure orderly procedure. 

““(a) The system of review before final discharge has proved effective and sat- 
isfactory for the Sonneborn Co. in the operation of their shops employing over 
$000 and for Strouse & Bros. employing about 1200 workers. It has been in 
practice for some three years and a new agreement confirming this practice has 
just been concluded. Prompt action from an authoritative source, the Impartial 
Chairman, before any action is taken disturbing the relations in the shop, will 
train both parties to habits of responsibility in cases of discharge. Shop Chair- 
men will acquire a new status and a new accountability, and this will result in 
moderation and independence in dealing with cases of discharge in the shop. 

“(b) Any system of discipline to be effective must finally commend itself to 
the workers and secure their sanction and co-operation. The discharge after 
review gives them all the protection they can properly expect and will give to 
the employer some guarantee of discipline, such as he does not in the present cir- 
cumstances possess. 
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“We do not believe the procedure under the Hart, Schaffner and Marx Labor 
Agreement would be a workable one in the present situation for two reasons. 

““1. The large number of employers—each with his own ideas of discipline— 
makes any consistent policy of discharge impossible. Under the Sonneborn 
procedure the standards and policy as to discipline will be determined at the out- 
set by the Impartial Chairman. 

““2. The large number of establishments separated by considerable distances 
makes prompt hearing and action very difficult, certainly without the possibilities 
of speedy action such as is a part of the Hart, Schaffner and Marx procedure.” 
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The Newer Industrial Relationship Between 
Employer and Worker 


By Davin A. Brown 
President, General Necessities Corporation, Detroit, Mich. 


ba the Industrial World a Smoldering Fire? 

This question has been smashed into my consciousness by 
the repeated hammer blows of the daily press, the weekly and 
monthly magazines, the screeching of the radical, the pleading of 
the social-minded, the threats of the workers and the pussy- 
footing of the employer. 

To those who can see with their eyes closed comes the recurring 
picture of bursting flames carried by the prejudices, the sym- 
pathies, the ideals, the hatreds and injustices from town to town, 
state to state, country to country. Here and there in the midst 
of this chaos stands a “fireman”’ in a feeble attempt to put out 
his individual “‘fire,”’ succeeding partially, but always endangered 
from the flying embers of his neighbor’s conflagration. 

Men of industry talk in whispers and there is a look of fear in 
their eyes as though they were sitting on the rim of an erupting 
voleano. From everywhere comes the cry of unrest, shouted 
from the housetops by the ranter, discussed academically by 
the learned professor, written of profusely by the theorist. 

Capital says the question of unrest should be solved. Labor 
says the conditions that make for unrest must be solved. And 
all of this discussion is being piled mountain high, a smoldering 
fire, now bursting out into flame, now being controlled and at all 
times a veritable volcano, ready to spit its devastating, destroying 
lava over the earth. Go where you will, no matter where your 
destination or what your object, the subject of discussion event- 
ually turns to the present day problem of capital and labor. 

All types of men and women are giving serious thought to 
hundreds of minor differences that make up the major problems. 

Captains of industry are meeting through trades, by localities, 
through Boards and Chambers of Commerce and have thrown 
their best resources in an attempt at a solution. National and 
international organizations have called together the great men of 
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this age for the purpose of spot-lighting the subject so that the 
world might learn of every movement forward. 

Socially-minded men, men who are giving their lives unselfishly 
so that the world will be a better and a finer world for the fit and 
unfit, men who because they have no selfish interest in the con- 
troversy, are recognized as the “Neutral” in this great battle 
for human rights and social justice, are giving the very best they 
have in them in an attempt to bring the warring forces of industry 
to a realization of the obligations and responsibilities of each for 
the other. 

Workers of every group, from common laborer to skilled me- 
chanic, from the man in overalls to the highly paid executive, are 
thinking and talking in terms of a Fairer Day, a day when their 
voice will be heard in industry whether the service they render be 
one purely of brawn or of brain. Public officials of the cities, 
state and country have lent themselves freely in an attempt to 
prevent injustice from being done. Committees of every nature 
have reported and are still reporting, while sufficient legislation 
has been suggested to solve all the problems in the world. 

Every movement forward that the world has taken has been 
pregnant in the minds and souls of people for years, yes ages, and 
the labor pains of each birth have been long, excruciatingly pain- 
ful and exhausting, bringing with them death, sorrow, hatred, 
love and happiness. And so from all of this great expenditure of 
thought, energy, time and money must come some definite, con- 
crete, satisfying result, though it be over the bruised maimed 
bodies of thousands of experiments, the loss of great sums of 
money, and the tearing down of present day conditions and so- 
called rights of men. . 

Have we started? Is there on the horizon of industry any 
evidence of a rising sun, the “Dawn of a New Day’? In Canada 
they are asking why capital and labor cannot be partners. In 
the early months of this year a commission was appointed, two of 
whom represented the public, two representing the employers and 
two representing the employes. In their report, they suggest 
that all changes should be made step by step, each step being 
based on experience as it is gained, but the general direction should 
be determined toward health, happiness and the prosperity of the 
workers. 
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The commission approved of the labor declaration in the Peace 
Treaty that “Labor should not be regarded as merely a commodity 
or as an article of commerce.” If this basic principle, the report 
continues, was freely and frankly acknowledged by employers 
and acted on in good faith, it would go far to improve their rela- 
tions with employes. The commission comments on the several 
proposals for Joint Councils: 

The essential feature of all the proposals is that the human factor in industry 
is to be regarded as of first importance. They aim at improving the standard of 
comfort of the worker, by securing a greater measure of close co-operation be- 
tween himself and his employer; of eliminating distrust and suspicion by full 
discussion of all the facts and circumstances pertaining to the industry. They 
tend to bring the employe and the employer closer together, and give each a 
better understanding of the difficulties which beset the other; give the worker a 
greater sense of responsibility by giving him a greater voice in the government of 
the industry, and thus bring about a permanent improvement in their relations. 


The commission believes a beginning should be made with 
joint plant councils and more extensive organizations of district 
and national councils evolved therefrom as necessity arises. It 
suggests the following as suitable subjects to be dealt with by the 
council: 

(1) Wage rates; (2) hours of labor; (3) plant conditions, such as safety, venti- 
lation, light, sanitation, provision for meals, dressing rooms, shelter, etc.; (4) 
child and woman labor; (5) questions of discipline and conduct, as between man- 
agement and work people; (6) conditions surrounding the worker outside the 
plant, such as education, amusement, recreation, health, housing, apprentice- 
ship or special training, libraries, etc.; (7) improvement in the plant, or process 
to improve quality, increase production, decrease waste, etc., and rewards to 
those who suggest such improvements. 


The following suggestions were made by the commission: 


Legislation for a maximum day of eight hours. 

Minimum wages, especially for girls, women, and unskilled labor. 

Government action to relieve unemployment, through the building of public 
works. 

Establishment of bureaus to promote industrial councils composed of employers 
and workers. 

An immediate inquiry by experts concerning a system of proportional representa- 
tion in parliamentary election. 

State insurance against unemployment, sickness, invalidity, and old age. 

Collective bargaining, with a recognition of unions by capital. 

An opportunity for the poorest worker's child to reach the highest educational 
institutions. 
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That if the Dominion government has not power to legislate as proposed by the 
commission, a conference of premiers and other representatives of provin- 
cial governments, together with representatives of labor men and employers, 
be called to Ottawa at the earliest opportunity, that unanimity may be 
reached on these points, and to unify present provincial and Dominion 
legislation, bearing on the relations between employers and employes. 


Evidently the Canadian government has had its ear close to 
mother earth and its eye on the actions of its citizens, for they are 
dealing with the whole question of labor and capital in the light of 
present day developments. 

And again from an entirely different source is laid down a recon- 
struction program. At the Conference of American Rabbis held 
in Chicago, the following declaration of principles was adopted: 


The next few decades will have as their chief concern the rectification of social 
and economic evils. The world will busy itself not only with the establishment 
of political, but also with the achievement of industrial democracy through 
social justice. The ideal of social justice has always been an integral part of 
Judaism. It is in accordance with tradition, therefore, that the Central Con- 
ference of American Rabbis submits this declaration of principles as a programme 
for the attainment of which the followers of our faith should strive. 

1. A more equitable distribution of the profits of industry. 

2. A minimum wage which will insure for all workers a fair standard of living. 

3. The legal enactment of an eight hour day as a maximum for all industrial 
workers. 

4. A compulsory one-day-of-rest-in-seven for all industrial workers. 

5. Regulation of industrial conditions to give all workers a safe and sanitary 
working environment, with particular reference to the special needs of 
women. 

6. Abolition of child labor and raising the standard of age wherever the legal 
age limit is lower than is consistent with moral and physical health. 

7. Adequate compensation for industrial accidents and occupational diseases. 

8. Legislative provision for universal workmen’s health insurance and careful 
study of social insurance methods for meeting the contingencies of unem- 
ployment and old age. 

9. An adequate, permanent national system of public employment bureaus to 
make possible the proper distribution of the labor forces of America. 

10. Recognition of the right of labor to organize and bargain collectively. 

11. The application of the principles of mediation, conciliation, and arbitration 
to industrial disputes. — 

12. Proper housing for working people secured through government regulation 
when necessary. 

13. The preservation and integrity of the home by a system of mothers’ pensions. 

14. Constructive care of dependents, defectives and criminals with the aim of 
restoring them to normal life wherever possible. 
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The tongue of the industrial world was put into action when 
the speech of John D. Rockefeller, Jr. before the Chamber of 
Commerce of United States at their Atlantic City Convention, 
was made public. For a man so conspicuous as he to announce 
his belief in a newer relationship between capital and labor, a 
relationship that gave to the worker his say in the conditions 
under which he should work, was to invite the attention of every 
employer and every worker to the fact that the great industrial 
movement forward had been started. 

The International Harvester Company’s announcement of its 
new internal relationship with its working forces made those 
who had just begun to sense what was happening, “sit up and 
take notice.” Not that these several plans or the hundreds of 
other plans that have been put forward are in themselves a com- 
plete solution, but they evidence clearly that we are on our way 
and that the world does move. 

The employer of today who stands unaffected while the whole 
panorama of newer relationships and Working Conditions pass 
by, will soon find himself a most lonesome individual. The 
attempt on the part of any industry, or group of industries to 
make a deal with the worker in which he gives one in return for 
two will pay the penalty for having driven a bad bargain. 

These newer working conditions must come, for thinking men 
both in the ranks of capital and labor are demanding that their 
interest shall be closer, that there must be more harmony and 
less strife. 

Of the many ideas put forward to be incorporated into the 
Ideal Plan,most of them are of the merest detail and lack funda- 
mental quality. Labor asks: What about? 


Wages 

Working conditions 
Hours of labor 

Safety 

Settling of grievances 
Collective agreements 
Unemployment 
Discharge 

Rest periods, etc. 
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And capital asks: What about? 


Safety of investment 

Satisfactory return on investment 
Absolute control of investment 
Complete control of business. 


Both capital and labor are entitled to a fair answer to these 
questions. 

On the part of labor most of their problems can be solved by 
what should be termed Industrial Representation. Industrial 
Representation may be of a very limited nature or may be broad 
enough to lead right into the Director’s Room. No matter how 
far reaching—whether it be a representation of for 


the workers, or whether it be a representation of the orkersaxt\ 


the Board of Directors, or both—the ultimate result will benefit 
all concerned. 

That labor should be a factor in formulating standards for 
itself and the conditions under which it shall work is being recog- 
nized more and more every day. Who is better fitted to pass 
intelligent judgment on the important questions of labor than 
labor itself? The assumption of capital that labor would render 
selfish judgment is not backed up by the facts nor is it a reason- 
able conclusion, for we have passed bravely beyond the day 
when the goose that lays the golden egg is carelessly slaughtered. 
Labor, once it knows the truth and the limitations under which a 
particular industry is working, will be guided accordingly and if 
mistakes occur they will be no greater than those made by capital. 
It is time that labor took on some of theresponsibilities of indus- 
try, but before labor can assume responsibility, it must be given 
responsibility clothed with authority. 

There are so many kinds of Industrial Representation, so many 
interpretations of how they should be selected that it would be 
difficult to discuss any one plan. But in all cases, regardless of 
how they are to function, their selection should be on the most 
democratic plan. The representatives must represent labor, 
without a string or a limitation. And if it is deemed necessary 
to balance labor representation by company representation let 
it be in the open, so that all will know with what stick they are 
smeared. If we are to have Industrial Democracy, let us have 
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it pure and unadulterated. The man or organization that attempts 
to fool labor, to “put something over” on it, is only fooled in 
return. Labor can sense insincerity at a great distance and resents 
it as an insult to its intelligence. 

All of the vital questions that labor asks can be thrown into 
the crucible of Industrial Representation without fear on the part 
of capital that any great advantage will be taken or any great 
injustice done. Capital always has recourse should any action 
taken be vital to its industry, and it should always be possible to 
reverse any judgment of this nature. There is no mystery in 
business. It is easily understood by the worker, for it is the 
worker who really conducts business, and questions of production 
costs, sales and overhead costs fall off the tongue of the average 
man with the same ease as a simple problem in arithmetic. 

As for capital, the sooner it realizes its absolute dependence on 
labor and forms some sort of a partnership with it, the sooner will 
its investment be safe, its returns satisfactory. Control of invest- 
ment and control of business can be left safely in the hands of the 
workers. The day of capital control of business is about to pass 
and in its place is to come employe control, employe management. 

Large organizations whose directors hold their offices only 
because of their investment and not because of their particular 
fitness to pass intelligent judgment on the problems placed before 
them, are gradually beginning to realize that this sort of manage- 
ment is not conducive of the best interests of the organization. 
The day is not far distant when most boards of directors or prop- 
erly named, boards of managers, will be composed almost entirely 
of those closely associated with the direct management of the 
business. Stockholder directorship must give way to worker 
directorship, just as large close corporations must open the doors 
of their stock subscription to their working organization. This 
has been done in so many cases with such satisfactory results that 
it is no longer an experiment but an acknowledged success. 

In the last analysis who is most vitally interested in the success 
of an organization, the man who is dependent on the permanency 
of his position and the possibility it offers for advancement, or the 
person whose only interest is the amount of dividends that can 
be secured on his investment? Does it sound reasonable to sup- 
pose that a board of directors composed of workers from every 
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department of a corporation will be any more apt to make mis- 
takes or act for their purely selfish interests than a board of stock- 
holders who lack knowledge of the business and whose connection 
to the organization is a strictly financial one? 

One of the great problems confronting industry today is to 
create interest in the work each individual is doing. Is there any 
one thing that will create more interest in a man’s work than the 
knowledge that he is part and parcel of the organization he works 
for no matter how small his interest, no matter how far removed 
his representation? 

Just wages for a job is not enough. There must be more than 
wages to satisfy the worker today. Paying wages never bought 
more than a man’s brawn or brain activities. 

Paying more than wages secures more than the value of either 
or both. It puts into action that something within every man 
that does things for the love of doing them. It speeds up the 
fingers. It makes more accurate the movements. It makes the 
brain think bigger and better thoughts. It turns what was 
formerly plain work, just a job, into a position. 

Paying more than wages makes the workman like his work, 
takes the frown out of the natural grouch, makes the careless 
careful, saves time and creates happiness. Paying more than 
wages is an obligation, a duty that the employer owes every man 
who joins his organization, from the very lowest paid to the highest 
priced individual on the pay roll. 

Another of the great problems of business is the horrible turn- 
over of labor. And why not under the present system? A wage 
scale is just a wage scale and a job is a job. If this labor turn- 
over is to be brought to a minimum, the worker must have some 
particular attachment, some other interest than his mere pay 
check in the organization he labors for. 

We are entering into a period when the leaders in industry are 
not entirely satisfied with just a money return. There must be 
something more offered them than the opportunity of mere 
accumulation. The business that is just a ““money maker” is 
not attracting the highest type of executive. 

No man today prides himself on the fact that he has accumu- 
lated a lot of money. Visitors to our great institutions are shown 
the fine grounds surrounding the plant, the excellent lighting both 
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natural and artificial, the clean factory floors, the sanitary ar- 
rangements, the rest rooms, the First Aid hospital, the dining 
rooms and the safety devices for the prevention of accidents. 
They are told about the company’s welfare plan, possibly their 
bonus system or their profit-sharing plan. The institution may 
be one of the great dividend paying organizations, but not one 
word is said about that. The company is prouder of the service 
it is rendering to its working organization or to the public than 
it is of its financial success. 

There was a time when riches were counted in material things; 
the man with the most dollars was the richest man. Success also 
was counted in terms of dollars, and to be successful one had to 
have the powers of great money accumulation. This day is 
rapidly passing, for mere money means little, only as it spells 
itself out in service to humanity. The man who spends his life 
in piling dollars upon dollars will have to answer to a public 
educated to ask the most pertinent questions. And God help 
the man who cannot answer these questions to the satisfaction of 
the people. 

In the days to come this attitude toward wealth will do much to 
bring about a better relationship between labor and capital. 
Captains of industry of the newer kind will go more than half 
way to meet the on-coming changed conditions. 
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The Philadelphia Rapid Transit Plan 


By Joun J. Kerr Caskie 
Assistant to the President, Philadelphia Rapid Transit Co., 
Philadelphia 

an writing this article I have used literally some of the expres- 

sions of Miss Helen Marot and Dr. Charles W. Eliot, who 
have crystallized the thought in a way I could not improve. Mr. 
T. E. Mitten has been a constant inspiration to me in adjust- 
ments with wage workers. When I, as an examiner for the 
National War Labor Board, first met him, he was deep in his 
practical coperative work with the public of the city of Phila- 
delphia during the influenza epidemic. His remarkable effort 
to stop that dreadful scourge was surely the most effective local 
agency. His successful safety coéperative work with the school 
children and the general public of Philadelphia has also been an 
inspiration. 

I 


The Philadelphia Rapid Transit Company was organized in 
1902, with a fully paid capital of $30,000,000, to lease and operate 
the properties of fifty-two underlying traction companies. 

In 1910, as a result of a series of disastrous strikes, accompanied 
by riot, arson and murder, the company found itself with obsolete 
cars and car service, earnings insufficient to pay fixed charges and 
operating costs, and with credit exhausted. 

At the urgent request of the holders of the securities and of the 
city government, although he has never had any substantial 
financial interest in the enterprise, Mr. E. T. Stotesbury under- 
took the rehabilitation of this public utility as a public duty. He 
assumed his thankless task without any thought of compensation, 
and engaged Mr. T. E. Mitten, who was then president of the 
Chicago City Railway, to represent him in the active management. 

The Stotesbury-Mitten management promised to meet the 
needs of the car riders, increase the wages of the employes, and 
to pay to the holders of the securities such return as could be 
made possible by technical expertness and genuine codperation 


with the wage workers. 
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At the time of Mr. Mitten’s coming to Philadelphia, there was 
a bitter dispute between two factions of the Amalgamated Asso- 
ciation of Street and Electric Railway Employes, which led to 
the suspension of the entire Philadelphia local from the inter- 
national union. There were resultant disturbances among the 
trainmen, with collisions, assaults, and other serious disregard of 
the safety of the public and the property of the company. 

Accidents had increased to an alarming extent, caused by unfit 
equipment and the general unrest of the wage workers who, after 
experiencing the two serious strikes of 1909 and 1910, were, in a 
dissatisfied way, working under the terms of a wage settlement 
provided as the result of arbitration. The maximum wage of 
conductors and motormen in 1911 was 23 cents, and this maximum 
rate was to be increased } cent per hour on July Ist of each year 
until 1914, when the high rate for men over five years in service 
was to be 25 cents per hour. 

Mr. Mitten called the men together and explained to them that 
it would be impossible for the company to survive if it increased 
the proportion of its earnings then being paid to conductors and 
motormen, which approximated 22 cents out of every dollar 
received by the company in fares from passengers. (The amount 
that was being expended at that time for wages, pension payments, 
etc., was actually 21.85 cents.) Mr. Mitten promised the train- 
men that, if they would cojperate with his management under a 
plan which he had developed, he would set aside 22 cents out of 
every dollar which the company should receive in fares, as a fund 
to be used for payments to motormen and conductors. 

It was in August, 1911, that this “coéperative welfare plan” 
was brought out by the Stotesbury-Mitten management, and it 
was accepted by the trainmen by public ballot in November of 
the same year. By this vote of the trainmen the principle of 
local self-determination was adopted, and it was established, that 
while employes of the Philadelphia Rapid Transit Company may 
belong to any union, lodge, or other lawful organization without 
“‘let or hindrance,” there is to be freedom for the employer as 
well as freedom for the employe in the transaction of the busi- 
ness of the company on business principles, with a full measure 
of recognition of the responsibilities of each in the business 
enterprise. 
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In the “Annual report to the stockholders for the year ended 
December 31, 1918, and 8 years 1911-1918” the following state- 
ment is made: 

Co-operation with labor, so much to be desired, and so seldom secured, has 
here proven to be the keystone of accomplishment in providing satisfactory 
service to the public. 

There were 445,599,008 passengers carried in 1910, the year 
the Stotesbury-Mitten management assumed control, with an 
average fare per passenger of 4.13 cents. In 1918 there were 
767,758,406 passengers carried, with an average fare of 3.98 cents. 
In 1910 the wages of trainmen were 23 cents per hour. 

The average wage per employe has been increased from $622.16 
per annum to $1,204.23, or 93.6%. The total wage paid to all 
employes in 1918 was $13,197,170.29, as against $7,282,995.27 
in 1910. 

The trainmen who were receiving a maximum rate of 23c per 
hour in 1910, received 32c in September, 1916, 43c in July, 1918, 
and a further voluntary increase in August, 1918, to War Labor 
Board scale—48c per hour. The War Labor Board endorsed 
the amended Codéperative Plan of 1918, now in force, as being 
equitable and desirable as a means of promoting coiéperative 
effort between Employer and Employe. The increase in wages 
of trainmen alone amounted to $7,692,844.03 in excess of the 
wage scale made effective as a result of arbitration, between the 
former Management and organized labor, following the 1910 
strike. 

Under the original coéperative welfare plan, if the gross receipts 
of the company increased through good management and the 
faithful work of all the wage workers, every wage worker received 
a direct addition to his wages, and he understood that this 
addition was the result of the faithful work of himself and his 
companions in the service. It would seem that among the 
readjustments following the close of the war, the principle of 
wage workers’ participation in the profits of codperation will 
be re-introduced into the Philadelphia Plan. Certainly this 
would be one of the most effective methods of keeping up the 
interest of the wager workers in turning out good work. 

The suspended local of the international union of street railway 
workers maintained some show of activity throughout the years 
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of the Stotesbury-Mitten management, but neither of two 
attempted strikes proved successful in causing interruption of 
the public service. One attempt was planned to take advantage 
of the depleted force resulting from the draft. Cars necessary 
to provide the extra service for war workers were manned and 
operated for several weeks by volunteers from all departments 
of the company. The complaint made to the National War 
Labor Board fell flat. ‘The company was able to show by repre- 
sentatives of the shipyards, arsenals, etc., that service had not 
been interrupted and was being adequately supplied. 

After their original action had been dismissed, the officers of 
the suspended local were continually on the doorsteps of the 
National War Labor Board and the Department of Labor with 
complaints against the company, chiefly of unfair discrimination. 
It was for this reason that a revision of the original codperative 
welfare plan was suggested to Mr. Mitten, i.e., in order to pro- 
vide a broader basis of procedure for the determination within 
the company of all such matters as were then being taken to 
Washington.* 

Under the original codperative welfare plan of 1911, wage 
workers and management had come into close contact. Wages 
had been adjusted, working conditions had been improved and 
sick and death benefits had been assured. But the old coépera- 
tive plan failed to provide an organization sufficiently complete 
and effective for all the needs of collective bargaining. The 
purpose of the new plan was to broaden and enlarge certain fea- 
tures of the old plan and to provide a system of adjustment 
entirely separate from the codperative welfare work. 


II 


The Philadelphia Rapid Transit Company is a business enter- 
prise operating a system of electric railways for the safe, expedi- 
tious and comfortable carriage of passengers. About 11,000 wage 
workers are employed in all departments, who are distributed 


*Note: The writer of this article, then an examiner for the National War Labor Board, 
had formulated in September, 1918, a collective bargaining agreement for the New York 
Central Iron Works Company, Inc., of Hagerstown, Md., and its employes, but the Phila- 
delphia plan was the first real plan of collective bargaining originated in the National War 
Labor Board and upon it all subsequent plans were more or less based. 
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throughout Philadelphia and some of its environs, in more or less 
isolated contact groups. 

The three human elements which give authority to the responsi- 
ble management of the company are the public, the wage workers 
and the security holders. The responsible management repre- 
sents all three of these elements, and for the best results it must 
have thorough codperation from each of them. The success of 
the responsible management may be said to depend upon the 
measure of codperation obtained. 

The Philadelphia Plan, through a system of collective bargain- 
ing by representative committees of wage workers and direct 
representatives of the responsible management, provides a way 
whereby discordant interests may be harmonized in the family 
so that complete codperation may eventually be obtained. 

The plan provides that class and group contact of the wage 
workers shall be established; that the wage workers shall have a 
free and independent vote for their representative committees; 
and that the identity and integrity of wage workers’ committees 
as wage workers’ representative committees shall be maintained. 
It also provides that if differences cannot be determined within 
the industry itself by the representative committees of the wage 
workers, who are indirect representatives of the responsible man- 
agement, and direct representatives of the responsible manage- 
ment, the public, which would be so harmfully affected by any 
dislocation of the service of the public utility, shall participate 
in the settlement of such differences. 

The Philadelphia Plan aims to provide a complete form of 
local self-determination. Every local contact group of wage 
workers, however small, has its representative committee for 
collective bargaining with direct representatives of the manage- 
ment. These local contact group, or branch, committees pro- 
gress into occupational class, or department, committees. The 
occupational class, or department, committees progress into 
general committees, representing the industry as a whole. See 
the chart of organization. 

The responsible managing head is able to look down two 
clear and distinct lines of approach from the point of view of an 
impartial observer. One line consists of representatives of the 
wage workers, the other line consists of technical experts, superin- 

14 


| 
j 

| 
| 
| 
| 
| 


194 Tue ANNALS OF THE AMERICAN ACADEMY 


PHILADELPHIA Rapip Transit ComPANy 


| THE PuBLiIC | [THE SECURITY HOLDERS} 


| THE RESPONSIBLE MANAGEMENT | 


| WAGE WORKERS | 


|BRANCH COMMITTEES | |BRANCH COMMITTEES 
[DEPARTMENT COMMITTEES] JDEPARTMENT COMMITTEES] 
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tendents, foremen, etc., representatives upon whom the managing 
head must rely to carry the authority of his responsibilities directly 
to the wage workers. With proper behavior by the direct repre- 
sentatives of the responsible management there can be no feeling 
in the minds of the wage workers that their “conditions of work 
and destinies are being determined by distant authority over 
which they have no influence.” If there should be improper 
behavior on the part of direct representatives of the responsible 
management, the way is open for correction, for the Philadelphia 
Plan provides a clear avenue of approach. 

In the event that a point of difference cannot be settled in the 
family, i. e., the industry as a whole, then the responsible manag- 
ing head and his direct representatives step aside in order to avoid 
the enormous wastage, inconvenience and suffering consequent 
upon a street railway strike. The plan provides that: 

If resort to arbitration becomes necessary, then there shall be an arbitrator 
chosen by the general committee for employes and an arbitrator chosen by the 
general committee for employer; the two arbitrators so chosen to select a third 
arbitrator. Failing unanimous decision, the decision of any two of these arbi- 
trators shall be binding. 

In the event that the arbitrator chosen by the general committee for employes 
and the arbitrator chosen by the general committee for employer are unable to 
agree upon a third arbitrator, then the provost of the University of Pennsylvania, 
the chairman of the Public Service Commission, and the president of the Cham- 
ber of Commerce shall be requested to serve as additional arbitrators, or, failing 
to do so, to appoint their own personal representatives to act as such additional 
arbitrators. Failing unanimous decision, the decision of any three of these 
five arbitrators shall be binding. 


The following table and map give a list of the various contact 
groups, or branches, in each of the five occupational classes, or 
departments, the number of wage workers in each department, 
and show how the branches are distributed over the city of Phila- 
delphia and its suburbs. 
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PHILADELPHIA RAPID TRANSIT COMPANY. 

Transportation Rolling Stock _ Electrical Depart- Maintenance of | General Offices 
Department and Buildings ment Way Dept. Department 

BRANCHES: Dept. 
Luzerne Sth Street Shop Beach Taney Auditing— 
Woodland Bldg. Construc- Mt. Vernon Folsom Receivers 
Belmont tion Wyoming Fairmount Auditing— 
Jackson Kensington Repair Crews Willow Grove Cashiers 
Callowhill Elevated Substations Haverford Auditing— 
Frankford Germantown Construction Schuylkill Clerks and 
Ridge Folsom Distribution- Huntingdon Freight Agts. 
Richmond Cumberland Overhead South Transportation 
Allegheny Allegheny Distribution- Un- Amber & Lehigh Rolling Stock 
Cumberland Richmond derground Water & Market and Buildings 
Willow Grove Ridge Market-Elevated Electrical 
Folsom Frankford Claims 
Germantown Callowhill Way 
Elevated Luzerne Purchasing 

Belmont Printing 

Woodland Secretary-Treas- 

Jackson urer 

Utility 


A total of sixty local contact groups or branches, with approxi- 
mately 11,246 wage workers, divided as follows: 


Transportation Department. .......... 7,082 wage workers. 
Rolling Stock & Bldgs. Dept........... 1,756 do 
Maintenance of Way Dept... ..........1,099 do 
Electrical Department................ 643 do 


The provisions of the plan follow: 


COLLECTIVE BARGAINING 

Voice and Vote. 

1. The workers shall have a free and independent vote for representatives for proper 
collective bargaining, and 

2. Proper committee organization of such representatives so that class and group 
contact may be assured and the integrity of workers’ committees be established and 
maintained. 

PROCEDURE 


The business of Employer is divided into classes or Departments, 2nd each Department 
is subdivided into contact groups or Branches. 

Differences between Employe and Employer shall be settled through the medium of 

1. Branch Committees. 

2. Department Committees. 

3. General Committees. 


4. Board of Arbitration. 
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Any local point of difference shall be taken up by the Branch Committee at the local 
Branch of origin. 

When a grievance is not settled through the proper Branch Committees then it shall be 
taken up by the respective Department Committees. 

When a grievance is not settled through the proper Department Committees then it 
shall be taken up by the General Committees. 

When a grievance cannot be settled through the General Committees it shall then be 
settled by arbitration. 

All appeals shall be submitted in written form to the Secretary of the respective Com- 
mittees, briefly setting forth all the facts of the matter at issue. 

In the discussions of the Department Committees and of the General Committees it is 
intended that Employes shall sit on one side of the table, so to speak, and Employer on the 
other side, throughout the collective bargaining contemplated by this Plan. 

The majority of any Committee of Employes shall be the voice of that Committee. 

The majority of any Committee of Employer shall be the voice of that Committee. 

Whenever the minds of the majorities of any Committees meet, the controversy shall 
be settled. 

While it is intended that there shall be full and free discussion in order to arrive at an ami- 
cable understanding and settlement of controversies, whenever it is necessary to take a 
vote to ascertain the voice of any Committee, the Committees for the Employes and for 
the Employer shall have the right to retire and cast their vote in secret caucus. In such 
secret caucus all such votes shall be taken by secret ballot, said ballots to be returned un- 
opened to the Secretary for the Committees. The Secretary shall count the ballots under 
the observation of both Committees and announce the result in open meeting. 


Branca CoMMITTEES 


There shall be elected two representatives by the workers at each depot, station or divi- 
sion. The candidate receiving the highest vote shall be declared No. 1 Branch Committee- 
man for that depot, station or division for the ensuing year, and the candidate receiving 
the second highest vote in like manner shall be declared No. 2 Branch Committeeman. 

The employer shall appoint two representatives for each depot, station or division. 

The two Committeemen elected by the workers shall constitute the Branch Committee 
for Employes. The two representatives appointed by the Company shall constitute the 
Branch Committee for Employer. 

Committeemen shall be elected to serve for the period of one year. It shall be their 
duty well and truly to represent their fellow employes and to give all matters under 
consideration or discussion their best thought and the benefit of their knowledge and 
experience. 

At least once in every three months there shall be an opportunity for a meeting of work- 
ers at each Branch, when reports shall be made by the local Branch Committeemen. 
Elections. 

The dates upon which Committeemen elections shall be held, as well as the hours during 
which the polls shall be open, shall be so arranged as to insure to every qualified voter at 
the local depot, station or division opportunity to cast a vote for one candidate, it being 
stipulated that the different election dates shall be arranged in such order and sequence as 
to provide always for a working majority on the several committees of members who are 
familiar with the nature and routine of the business transacted. 

Notice of any Branch election shall be posted conspicuously at the said local Branch 
twenty-one days in advance of the date set for the election. 

All elections for Committeemen shall be by secret Australian ballot under the super- 
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vision and direction of an Election Committee of three members chosen by and from the 
respective Department Committee for Employes. 

All ballots cast, together with the official return of the Election Committee, shall be for- 
warded promptly to the Secretary of the Department Committee to become a part of the 


permanent records. 
In case of decease, leaving service or inability to act of any Branch Committeeman, the 


remaining Committeeman shall act until a successor is elected. An election shall be held 
to fill the vacancy as promptly as possible in the same manner as the original choosing 
provided by this Plan. 

Qualifications for Voters. 

To qualify as a voter the employe must have been six months in the Company’s service, 
be regularly assigned to duty, and not occupy an official position of any character with 
the Company. Every voter shall be entitled to all the rights and privileges under this 
Plan. 

No voter shall be permitted to cast a ballot unless he or she shall appear at the polls in 
person, and within the hours prescribed for the election. 

Lists containing the names of the workers qualified to vote at the election shall be posted 
conspicuously at the local Branch three days prior to the date set for the election. 


Qualifications for Committeemen. 

Candidates to be eligible to election as Committeemen must be regularly assigned to 
duty and have been continuously in the employ of the Company for not less than two years. 

In the Transportation Department candidates must also be assigned to a regular run 
and be actually serving in the capacity of trainman or its equivalent grade. 

Candidates for election as Committeemen must file with the Secretary of the General 
Committees, not less than thirteen days in advance of the date of election, official nomina- 
tion papers, carrying the signatures of not less than seven workers qualified to vote at the 
respective Branch location. 

It is not intended that a worker shall sign more than one nomination petition at any 
election. 

It is not intended that any employe who may properly be said to represent employer 
shall be chosen as a representative of workers. 


DEPARTMENT COMMITTEES 


Employes in the several Departments shall be represented on their respective Depart- 
ment Committees through their duly elected members. 

The following Departments will each be represented by its respective Department Com- 
mittee, viz.: 

Transportation Department. 

Rolling Stock & Buildings Department. 

Electrical Department. 

Way Department. 

General Offices Department. 

These Committeemen elected annually by the employes of each Department shall be 
equaled in number by the Company appointments of its representatives. Each Commit- 
teeman shall be entitled to a vote. 

Each Department Committee for Employes shall consist of all No. 1 Branch Commit- 
teemen and all No. 2 Branch Committeemen elected by the workers at the several depots, 
stations or divisions in that Department. In the event of decease, leaving service, or 
inability to act, of either Branch Committeeman then the remaining Branch Committec- 
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man for that Branch shall act on the Department Committee until a successor is elected 
in the manner hereinbefore provided for filling a vacancy on a Branch Committee. 


Officers. 

The Department Committee for Employes and the Department Committee for Employer 
shall each elect its respective Chairman. 

The Secretary for the General Committees, or an authorized representative, shall act 
as Secretary for the several Department Committees, without vote. 

Meetings. 

Stated meetings of each Department Committee shall be held in alternate months 
throughout the year. Special meetings shall be held at the call of the Secretary or upon the 
request of five members submitted in writing to the Secretary. 

No less than two-thirds of the members of any Department Committee shall con- 
stitute a quorum for the transaction of business at any regular or special meeting of that 
Committee. 

GENERAL COMMITTEES 


The members of each Department Committee for Employes shall annually elect two of 
their number, the members so elected to constitute the General Committee for Employes. 

The members of the General Committee for Employes shall be equaled in number by the 
Company’s representatives, to be appointed by the President of the Company, the mem- 
bers so appointed to constitute the General Committee for Employer. 

A vacancy occurring in the General Committees shall be filled as promptly as possible in 
the manner of the original choosing. 

It shall be the duty of the General Committees to devise ways and means for furthering 
the efforts of the various Department Committees for the greatest possible good, to promote 
harmony and good fellowship among all employes of the Company, to formulate plans for 
submission to the several Department Committees, and to render every assistance within 
their power toward advancement of ihe interests of the employes and the betterment of 
the service. 

Further, the General Committees shall posesss the power to review, modify or reverse 
any findings or decision of the Department Committees, and may, in their judgment, 
change any portion of th's Plan or any modification thereof or the composition of any of 
the Committees, or any of their various respective functions. 

The scope and authority of the General Committees shall be superior to that of the 
Department Committees and their decisions in all matters shall be final and binding, except 
as hereinafter provided. 


Officers. 

The General Committee for Employes and the General Committee for Employer shall 
each elect its respective chairman. The Secretary for the General Committees shall be 
appointed by the President of the Company, and shall not be entitled to vote. It shall be 
the duty of the Secretary to keep accurate minutes of meetings of all Committees. For 
this purpose an Assistant Secretary shall be employed to assist in keeping the minutes 
and conducting the details of the several Committees. 

Meetings. 

Stated meetings of the General Committees shall be held on the third Tuesday of each 
month. 

Special meetings shall be held at the request of the Chairman of either of the General 
Committees, submitted in writing to the Secretary. 

No less than two-thirds of the members of each General Committee shall constitute a 
quorum for the transaction of busiaess at any regular or special meeting. 
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Boarp or ARBITRATION 


If resort to arbitration becomes necessary, then there shall be an arbitrator chosen by 
the General Committee for Employes and an arbitrator chosen by the General Committee 
for Employer; the two arbitrators so chosen to select a third arbitrator. Failing unani- 
mous decision, the decision of any two of these arbitrators shall be binding. 

In the event that the arbitrator chosen by the General Committee for Employes and 
the arbitrator chosen by the General Committee for Employer are unable to agree upon a 
third arbitrator, then 
The Provost of the University of Pennsylvania, 

The Chairman of the Public Service Commission, and 

The President of the Chamber of Commerce 

shall be requested to serve as additional arbitrators, or, failing so to do, to appoint their 
own personal representatives to act as such additional arbitrators. Failing unanimous 
decision, the decision of any three of these five arbitrators shall be binding. 


COMPENSATION 


The pay of members of the General Committee for Employes and of all Department 
Committees for Employes while employed on Committee work shall be paid from the funds 
of the Co-operative Welfare Association and shall be at the rate received by the respective 
employes at their regular occupations, and while so employed they shall receive no pay 
from the Company. 

The members of the General Committee for Employer and of all Department Commit- 
tees for Employer shall receive no compensation from the Association for their services as 
Committeemen, but shall receive from the Company the continuation of their regular pay 
as Company employes. 

Each arbitrator shall be paid from the funds of the Co-operative Welfare Association, as 
compensation for his services, an amount to be determined by the General Committees 

All expenses of any character incident to the carrying out of the Co-operative Plan shall 
be paid out of the funds of the Co-operative Welfare Association—the same being repre- 
sented in the amount of the dues as paid in from time to time by the members of the Co-op- 
erative Welfare Association and in the sum of $10,000 per month paid in by the Company. 


Co-oPERATIVE WELFARE 
Membership. 

Membership in the Co-operative Welfare Association is open to employes one year or 
over in service and over 16 years of age, without initiation fee; $1.00 per month will be 
deducted from the pay of each member, and said dues will entitle members to life insur- 
ance, sick benefits and pension, as herein provided. 

The Company during the period of this Management has paid into the various funds 
representing sick benefits, pensions, deaths benefits, and other benefactions, at the rate of 
approximately $90,000 per annum. Under the Co-operative Plan of 1918 the Company 
will contribute a lump sum of $10,000 per month to the cost of carrying out the conditions 
contained therein. 

Should the income realized by the payment of $1.00 per month from members and 
$10,000 per month by the Company be found insufficient to meet the expenditures of the 
Association, the dues of members will be increased sufficiently to prevent a deficit in the 
funds of the Association, and no increase in the amount paid by the Company shall be 
made until the total amount paid monthly by the members equals the $10,000 paid 
monthly by the Company. Thereafter all increases shall be borne equally by both. The 
Company, however, will not reduce its minimum payment of $10,000 per month should 
the present dues of $1.00 per month create a surplus in the funds of the Association. 
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Life Insurance. 

A Blanket Policy has been issued by the Metropolitan Life Insurance Company, insur- 
ing the lives of employes of the Company desiring to avail themselves of this protection 
through the medium of the Co-operative Welfare Association. 

Certificates of Insurance providing for $1,000 life insurance have been delivered into the 
possession of each member of the Association, to remain in full force and effect so long as 
the member continues in the employ of the Company and retains membership in the 
Co-operative Welfare Association. 

This replaces the death benefit of $150 formerly paid under the Co-operative Plan of 
1911, to which the members contributed 25c per month, and also replaces the $500 given 
by the Company to dependents of deceased employes who had been over two years in its 
service. 

The Metropolitan Life Insurance Company makes payment of benefits and insurance 
under its policy direct to the beneficiaries of the members of the Co-operative Welfare 
Association. 

Each Certificate of Insurance for $1,000 issued by the Metropolitan Life Insurance Com- 
pany, under the provisions of the Blanket Policy, entitles the holder, upon leaving the 
employ of the Company, to re-insure for the same amount with the Insurance Company 
without medical examination, at rates based upon the member's then attained age. Any 
such member subsequently returning to the employ will again become eligible for re-in- 
surance under the provisions of this Blanket Policy. 

A special feature of this Certificate of Insurance is a provision that in case of total and 
permanent disability, occurring before the member shall have attained 60 years of age, 
from causes arising after the issuance of insurance, the insured will be entitled to receive 
from the Insurance Company the $1,000 covered by the policy in monthly or yearly 
installments as set forth in the Certificate of Insurance for $1,000 now in the possession 
of each member of the Association. 

Sick Benefits. 

Sick benefits are payable at the rate of $1.50 per day, commencing with the eighth day’s 
illness, for a period not to exceed 100 days in any consecutive 12 months. 

This replaces the former sick relief of $1.00 per day for 100 days in any consecutive 12 
months. 

Pensions. 

Pensions of $40.00 per month are payable to incapacitated employes who have reached 
65 years of age and have been continuously in the service for 25 years; meritorious cases 
of long service, but falling short of these requirements, to be given special consideration. 

This increases the former pension plan from $20 to $40 per month. 

Administration. 

The affairs of the Co-operative Welfare Association shall be administered by a Co-opera- 
tive Council consisting of the combined membership of the two General Committees for 
Collective Bargaining. The administration of the Co-operative Welfare Association shall 
be entirely separate and distinct from the function of Collective Bargaining. 

The Co-operative Council shall act as Trustees of Insurance for the Co-operative Wel- 
fare Association and shall also authorize the expenditure of all moneys, including payment 
of sick benefits. 

The Co-operative Council shall also pass upon the issuance of Insurance Certificates 
and the validity and merit of all applicants for pensions. 

The President of the Co-operative Welfare Association, who shall also act as Chairman 
of the Co-operative Council, shall be elected annually from the membership of the Associa- 
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tion by the majority vote of all the members of the several Department Committees for 


Employes. 
The Chairman of the Board of Directors and the President of the Company shall be the 


Honorary Chairmen of the Co-operative Council. 
The Secretary-Treasurer of the Co-operative Council and the Assistant Secretary-Treas- 
urer shall be appointed by the President of the Company. The Association shall employ 


such other assistants as may be required. 
The Company’s Auditing and Treasury Departments are to be placed at the disposal of 


the Co-operative Council for the purpose of keeping the accounts and safeguarding the 
funds of the Co-operative Welfare Association. 

It is obvious that the spirit in which the Philadelphia Plan is 
developed is sincere. It is based on fundamental necessities as 
shown by practical experience and it is being carried out so that 
no fair minded participant has any fault to find with the way it 
is functioning. 

Co-operation between employers and wage workers must be based upon a 
recognition of their common interest, both as parties to industry and as members 
of the community. Such co-operation must be continuous and constructive. Em- 
ployers must realize that both their own interests and the obligations of citizen- 
ship impose upon them the necessity of a sympathetic understanding of the lives 
and standpoint of those with whom they work and a willingness to co-operate, 
without dictation or patronage, in every endeavor to improve their material or 
social conditions. Labor must realize its direct interest in the improvement of 
industrial processes, the organization of industry, the standard and quantity of 
production and the elimination of waste in material or effort. (Garton 


Memorandum.) _ 

The larger part of the wage workers of the Philadelphia Rapid 
Transit Company are trainmen, i. e., motormen and conductors. 
This is an occupation which requires only a brief period of train- 
ing before comparative expertness is attained. In a limited 
number of weeks motormen and conductors are participating in 
the most vital function of the responsible management. Every 
motorman and conductor who takes a car out of a barn through 
the streets of a crowded city, guides and directs a business enter- 
prise in itself almost complete. It certainly cannot be said that 
such wage workers are not functioning through responsible and 
conscious action. 

The plan is the outgrowth of business enterprise. In accepting 
it the Philadelphia Rapid Transit Company did not shift or avoid 
any of its obligations and duties. ‘The wage workers have assumed 
new responsibilities which are always associated with the assump- 
tion of new measures of freedom. New freedom for the wage 
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workers and for the management will arise from the acceptance 
of responsibilities and a fair attempt by both to carry out their 
undertakings. This will mean better workers and better work, 
not only by the wage workers, but by the direct representatives 
of the responsible management as well. 

The assumption of responsibilities implies a certain order of 
capacities and it must be recognized that the general measure of 
industrial responsibility contemplated by the Philadelphia Plan 
is not easily obtained or easily discharged. A real feeling of 
responsibility cannot be lightly assumed, and if the Philadelphia 
Plan for Collective Bargaining and Cojéperative Welfare, after 
many trials, eventually succeeds in inducing, developing and 
preserving the active interest and desire to assume responsibilities 
on the part of the wage workers it will be satisfactory. The full 
fruits of cojperation are only to be obtained after orderly growth 
and development. 


As Dr. Eliot has so happily stated: 

American liberties are to be preserved just as they are won. They have been 
slowly achieved by generations of sturdy, hard-working people who valued 
personal independence, industry, thrift, truthfulness in thought and act, respect 
for law, family life and home, and were always ready to fight for the defense of 


these things. 
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The Background of Industrial Democracy 
By Lerrcu 


i.e me too much of the present day discussion, looking towards 

the attainment of a just relation between the employer 
and employe concerns itself with phrases which masquerade as 
principles. For instance, “profit-sharing,” “collective bargaining,” 
“union recognition,” “labor is not a commodity,” “democratic 
control of industry,” are discussed as though each contained 
in itself something which would make the employer-employe 
relation perfectly fair and at the same time insure a continuance 
of industry. 

Now, the relations of industry are human; they are concretely 
and not abstractly economic. If one believes, as I believe, that 
production for profit gives a more workable basis for society than 
production for use, then one must of necessity direct his thought 
to wy end that the following results may be realized: 

1. A fair profit for capital, depending upon the skill of its 
management. 

2, A fair wage for labor, depending upon the skill of its per- 
formance. 

3. A fair price to the public. 

It does not help matters to confuse production for use and 
production for profit. It is quite impossible to ride both of these 
horses, although I notice a tendency among those who seem to 
believe that all mundane affairs may be settled by further dis- 
cussion to ride the one horse and speak lovingly of the other. 

Let me review a few of these phrases that pass as principles. 

Take profit-sharing. We might hope for something in this 
direction if only human nature could be so arranged that every 
business would turn a profit. But we know that even in these 
times when it is so difficult for a nianufacturer not to make a 
profit, at least one half of them do not have an excess of income 
over outgo. We also know that it is very rare for a new business 
to turn a profit which is worth mentioning until after at least five 
years of continuous struggle. Speaking in rather general terms, 
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I think an investigation would disclose that all the business ad- 
ventures which are today well-founded and making large profits, 
have passed through many years on the non-profit basis. 
Of course, in this I exclude those concerns whose prosperity, 
if such it may be called, is due solely to the war. They are 
merely evidence that sometimes it pays to gamble. 

Without going into the question of whether there is at any 
stage, a point of contact between the employer and the employe 
which could support the proposition that they are partners, I 
think it is quite useless to discuss profit-sharing, unless its pro- 
ponents will invent profit insurance. 

Take collective bargaining. It proceeds on the theory that 
labor should sell and capital should buy in bulk at an average 
grading. If the employer and the employe would severally view 
industry as an opportunity for service, then their respective 
remunerations would be cared for, as of course good work well 
done is bound to have its financial as well as its other rewards. 
But since this view of industry is not general, I am in favor of 
collective bargaining as a means of establishing what might be 
called a minimum wage. I am not in favor of the kind of col- 
lective bargaining in which the seller does not offer to sell value or 
the buyer to give value. “Collective bargaining becomes perni- 
cious when the mere presence of men and not the work that they 
will do is offered at a price. For then we tend to encourage that 
belief (which is growing throughout the world and which has 
been so fostered by opportunist governments) that industry is an 
automatic mechanism built by the Creator to pay wages and not 
to make goods. Those of us who have participated in industry, 
both as workers and as managers, know clearly that it is not auto- 
matic; that wages are paid solely on production; that wages 
cannot be raised by agreement but only by better production 
and that when we raise wages without bettering production, we are 
only adopting new symbols to express old values and not changing 
relative positions. Further, when we raise wages and lessen pro- 
duction, which is the habit of the world today, then we are really 
on our way to the destruction of both capital and labor, for we 
cannot get something for nothing. 

The matter of union recognition and the participation of labor 
in the control of industry are nothing in themselves. If they 
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proceed on the theory that something may be had for nothing, 
then they will but destroy industry. We have to admit that any 
principle or thought entering into this whole relation is to be 
classed as helpful or as harmful according to whether it is con- 
structive or merely protective or destructive. In our present 
state of society, we need a certain amount of protective regulation, 
but do not let us confuse protection with construction. Adding 
a dozen brakes to an automobile may make it a safer vehicle, but 
the brakes will not take it over a hill. 

If we recognize somewhat more clearly what business is, I 
think we should have considerable less trouble in adjusting the 
component parts. If the employer realizes: (1) that his factory is 
not primarily a collection of machines; (2) that the wholly auto- 
matic machine never has, and never will be, invented; (3) that 
improvements in machinery are to be considered only as exten- 
sions of the power of the hand and the brain; (4) that the business 
cannot be truly successful unless hands and brains as well as 
machines are at work; (5) that he is in charge of something which 
is essentially human rather than essentially mechanical; if he 
realizes all this then he will not have labor trouble, for he will be 
filled with the thought that it is not the machines but the men who 
are creating and that there is now no ascertainable limit to crea- 
tive ability and consequently no limit to its financial reward. 

If the men hold this same point of view—that they are creating 
and producing and not merely working for someone—then they 
too will begin to see more clearly that the enduring rewéifds 
of industry are gained by effort and are not haphazard and 
accidental. 

It is through representation that this mutuality of thought may 
be obtained and maintained. That is the end which I have in 
view in my thought on representation and, because this objective 
is so well defined, I do not like to stray into by-paths or to stop 
much to talk along the way about this or that which may for the 
moment seem to be of consequence, and that also is why I am 
more concerned with results than with objections. 

The whole end of that which I term “industrial democracy” 
is to gain this mutual understanding. I am not interested in 
setting up formulas; I am not interested in grandiose plans for 
the national regulation of industry, because I think that intelli- 
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gence is not something which can be superimposed, but is a 
growth. I cannot see other than eventual harm growing out of 
the Whitley plan of Joint Industrial Councils, because the assump- 
tion there seems to be the not uncommon one that regulations 
can be continuously substituted for intelligence. 

Individuals must know how to read before you can give them 
much education and, therefore, unless representation of workers 
in industry tends to give them a wider knowledge of industry and 
unless that representation equally educates the employer, we are 
not going to get very far with representation. It is not to be 
regarded merely:as.a shibboleth. For instance, if we set up 
a shop-committee composed equally of representatives of the 
employers and employes merely to hear and to adjust complaints, 
we are not doing anything in a constructive way. Representa- 
tives whose main function is to receive and to adjust complaints 
and who have no constructive authority, will merely be prolific 
sources of trouble. 

The settling of disputes is, of course, interesting, and undoubt- 

edly is convenient, but it is not progress. It does not help any- 
one to be encouraged to air his troubles: If you organize a 
factory with the idea in mind that the people have been brought 
there primarily to have their grievances settled rather than to 
work, then you are but promoting an undoubtedly interesting 
clinic in hypochondria. I think the results of shop commit- 
tees or other bodies organized solely on this basis bear out my 
statement. 
. My»procedure is quite the opposite. I want to give responsi- 
bility for constructive action and then the complaints and differ- 
ences which arise are viewed by the people not merely as disputes, 
but as impediments to progress and are to be treated as such. 

My organization is simple. First comes a House of Repre- 
sentatives to which the workers elect representatives, the appor- 
tionment ef representatives being a detail which will differ more 
or less with the character of the institution; the idea being that 
the House should be large enough eventually to contain most of 
the best brains among the workers and yet not so large as to be 
cumbersome. The House occupies, in the factory, much the 

same relation as does the House of Representatives at Washington 
in the affairs of the nation. The mere matter of terminology is 
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not to be neglected, for most workers are familiar with the federal 
government in at least a general way and a House of Representa- 
tives means something concrete to them. 

The House appoints committees as the needs may arise, headed 
by a Ways and Means committee which is in the nature of a 
general steering committee. The acts of the House must be 
concurred in by the Senate, which is not elective, but which con- 
sists ex-officio of the foremen and superintendents and most of 
the officers below the top executive status. Either chamber may 
originate bills, their committees meet in conference to adjust 
differences, while, when need arises, the Senate and House sit 
together. They keep minutes; they observe rules of order and 
they legislate. 

When a bill has been signed by the speaker of the House and 
the president of the Senate, it goes to the Cabinet. The Cabinet 
consists of the high executive officers of the company with the 
president of the company sitting in the chair. If they do not 
like the bill, they can veto it, or they can send it back with 
suggestions and explanations and also they can send messages 
suggesting certain legislation. 

But it is a tribute to the common sense of the workers that never 8 
in any of the plants where this form of industrial democracy has 
been operating, has it been found necessary to exercise the right 
of veto. By the time any measure has been threshed out in the 
committees and on the floor of the Senate and the House, and has 
been taken up in joint committee, it is reasonably certain that it 
is a good law which would benefit both the men and the company. 

This legislative formation exists for only one purpose, that is 
to promote the “square deal.” It will not promote the “square 
deal,”’ it will not give the participants an opportunity to inquire 
into and finally to know the processes of industry and how they 
may be improved, unless both sides are wholly convinced that 
the “‘square deal”’ is intended. I find that it is first necessary to 
convince both the employer and the employe that the other fellow 
desires to be fair. In other words, the plan has to be sold and it 
has to be kept sold continuously. 

To begin an organization all at once is only to invite trouble. 
The employer is apt to say, ‘‘ Well if this will turn the trick, I will 
give them representation.” i 
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While the employe will probably in turn say, “This is only some 
sort of a dodge on the part of the ‘big boss’; I am not going to be 
fooled.” And neither will then take any vital interest in helping 
to make the business better. 

I want to emphasize this phase, because I see everywhere repre- 
sentation being urged as a remedy when in fact it is only a means. 
Therefore, it is always my practice before setting up fully the 
government, through several weeks, first with the management 
and then with the workers in mass meeting, to sell the principles 
upon which the organization will thereafter operate. That is, 
the principles of Justice, Coéperation, Economy, Energy and 
Service. I regard these principles as so important that I have 
added them to this article as an Appendix. They represent a 
kind of bill of rights, a working agreement, a new business policy, 
under which injustice becomes impossible. 

These principles are invariably posted about the works and 
copies of them are put in the hands of everyone connected with 
the organization, from the chairman of the board of directors 
down to the newest office boy. For everyone is concerned in the 
conduct of the company; there is no such thing as considering 
the labor phase as something apart. 

The results have been invariably that gradually mutual sus- 
picion evaporates and the people turn to the making of a better 
company—to making a better product and in a more economical 
and efficient way. 

I have in my possession a report made by the firemen and 
engineers in the Packard Company on the consumption of coal. 
These men are but ordinary workmen without any kind of scien- 
tific training, but they got so thoroughly on their jobs, they went 
so deeply into the science of firing that they turned out a report 
containing suggestions and then carried them out in a way that 
could not be bettered by a trained engineer. This is only one 
example. There are no end of others. 

The participation of the workers in the direction of their daily 
tasks gives them a new point of view and causes them to attack 
their jobs in the spirit of craftsmanship. Their creative energy is 
stimulated and a task which previously had seemed only monoto- 
nous becomes an object of study to discover how the process 
may be bettered. 
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I have not touched upon remuneration. It is important, but it 
is not controlling. Unfair rates speedily come up in the legis- 
lature, are investigated by committees, and adjustments are 
recommended. The members of the legislature deal likewise with 
the question of hours. When they adopt the eight hour day, as 
they generally do, they always go into the subject with the 
utmost care to the end of discovering whether they can so better 
production and take up slack as to be able to do as much in eight 
as in nine or ten hours. I have often been surprised myself at 
the very thorough and intelligent investigation which practically 
every problem is given before decision. The wages as paid are 
the results of these adjustments. Because the men do their 
work more intelligently, the base wage, whether it be on piece or 
time basis, will generally be in excess of the market rate, although 
per unit of production, the percentage of wage will invariably 
decrease, which is as it should be. 

In addition to the wages, the men receive a dividend payable 
at intervals, not exceeding one month, so that the work and the 
dividend will never lose connection. This dividend is calculated 
on the economies of operation. Not all economies are due to 
the workers, many are due to management, but it would be too 
difficult and too provocative to trace every economy or improve- 
ment in method to its source. The amount of money thus saved 
is divided into two parts, one part goes to the company and the 
other is distributed as a percentage dividend to the workers, 
their shares being based upon the rate of wage received. The 
man with a narrow business outlook who imagines that his proc- 
esses have been perfected, will be surprised to learn that the 
process of cutting cost is apparently one which has no end. Of 
course, in these times, the economies are relative. 

I have made no mention of how the unions view this form of 
organization. It is not anti-union, neither is it pro-union. The 
shops are never “closed,” but the rate of wages and the hours are 
always beyond anything which the unions can reasonably or even 
unreasonably demand for the section. Therefore, there is no 
conflict on these points. In most of the companies with which I 
have been connected, the number of union and non-union men 
employed has been about equal—although in one shop which I 
have in mind, nearly every employe carried a union card. But— 
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and I imagine this is because there is nothing for the union to 
object about—I have never had a union conflict, while I have 
had many endorsements from local leaders and in several cases 
employes who were officers in the locals occupied positions of 
responsibility in the shop organization. 

Since there is practically no point, excepting the closed shop, 
on which our companies might conceivably come into union con- 
flict, I am not much concerned with the union phase. I regard 
unions as giving a beneficial protection against the unfair 
employer and it is quite contrary to human nature for men, union 
or otherwise, to insist upon mere formulas being observed 
when their essential rights are carefully guarded. 


APPENDIX 


Bustvess Pouicy or THE Packarp Company 


We, the Employes, Officers and Directors of the Packard Company, recog- 
nizing that “Justice is the greatest good and Injustice the greatest evil,” do 
hereby lay and subscribe to, as the first corner-stone of our Policy, this greatest 
of all good, 


JUSTICE 


The fullest meaning of this word shall be the basis of all our business and 
personal dealings—between ourselves as individuals, between our company and 
those of whom we buy and between our company and those to whom we sell. 

Justice shall be the first Corner-stone upon which we agree and determine 
to construct broader character as individuals and broader commerce as an 
institution. 

We recognize that justice to ourselves necessitates taking advantage of every 
opportunity to do the best that is in us, and each day improve that growing 
ability. 

We realize that merit must be recognized whether in ability or merchandise. 
With this certainty we cheerfully, hopefully and courageously press forward to 
certain and unqualified success. 

The second Corner-stone of Our Policy is 


°0-OPERATION 


To accomplish the greatest possible results as individuals and as an institu- 
tion we find Co-operation a necessity. 

We recognize that business without Co-operation is like sound without har- 
mony. Therefore we determine and agree to pull together and freely offer, and 
work with, the spirit of that principlh—CO-OPERATION. 

So we shall grow in character and ability and develop individual and Com- 
mercial Supremacy. 
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Differences of opinion shall be freely and fearlessly expressed, but we shall at 
all times stand ready to CO-OPERATE with and heartily support the final 
judgment in ail matters. 

The third Corner-stone of Our Policy is 


Economy 


As each moment is a full unit in each hour and each hour a full unit in each 
day, so each well spent unit of thought and well spent unit of action makes for 
each victory and the final success. 

When the hour, the day, the year or the life is filled with well spent ability, 
and an institution is composed of individuals who recognize the value of and so 
use their time, then success is controlled and governed and there is no longer that 
vague uncertainty or a blind and unreasoning hope. 

Life is like a bag in which, each moment, we place a unit of value or of rubbish, 
and our present and future happiness depends upon the contents of that bag. 

Recognizing that ECONOMY is time, material and energy well spent, we 
determine to make the best use of them, and so shall time, material and energy 
become our servants while we become the masters of our destiny. 

The fourth Corner-stone of Our Policy is 


ENERGY 


As Energy is the power back of action, and action is necessary to produce 
results, we determine to ENERGIZE our minds and hands, concentrating all 
our powers upon the most important work before us. 

Thus intensifying our mental and physical activity, we shall “Make two grow 
where one was,” well knowing that our Individual and Commercial Crop of 
Results will yield in just proportion to our productive and persistent activity. 

This power of Energy directed exclusively toward sound and vigorous con- 
struction leaves no room for destruction and reduces all forms of resistance. 

Having set in our Business Policy, the four Corner-stones of JUSTICE, 
CO-OPERATION, ECONOMY, and ENERGY, we are convinced that the 
superstructure must be 


SERVICE 


We believe that the only sure and sound construction of success as an indi- 
vidual or an institution depends upon the quality and quantity of SERVICE 
rendered. 

We neither anticipate nor hope to be unusually favored by fortune, but are 
thoroughly persuaded that fortune favors the performer of worthy deeds and of 
unusual service, and we therefore determine that our days and our years be 
occupied with such performance. 

Quality shall always be the first element of our SERVICE and quantity shall 
ever be the second consideration. 

Thus shall we establish not only the reputation but the character of serving 
best and serving most. 

Therefore, by serving admirably, we shall deserve and receive proportionately, 
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The Organization of an Open Shop Under the 
Midvale Plan 


By Epwarp WILsoNn 
Patternmaker, Midvale Steel and Ordnance Company, Philadelphia, Pa. 


HE need for a workers’ organization of some kind in every 
plant must be apparent to every one interested in industrial 
development. Without such an organization, we have strikes, 
lockouts, large turnover of labor, slackness, poor discipline, and 
general dissatisfaction on the part of both employer and employe 
alike. With a good organization, these ills can be minimized. 

Many experiments to placate the worker have been tried out 
in the past, but none have succeeded, chiefly because the human 
element has always been given insufficient consideration. The 
worker, being human, asks to be treated as a man, and not just 
as a cog in the machine; he does not want to be coddled or 
favored, but he wants the confidence and respect of his employer 
when he merits it, his labor and loyalty appreciated, and his just 
rights assured. 

The relations between the employer and worker have been so 
strained in the past that almost universally they regard each other 
with suspicion and resentment, if not with open hostility. Among 
the many things responsible for this condition are class distinc- 
tions and class legislation (the fruits of which are at this time very 
apparent on the autocratic side in Germany, and on its opposite 
in Russia and the bolshevist movement everywhere). 

The wily politician gets in his little work at every recurring 
election by shouting and vociferating for the workingman, what 
great things he or his party will do for the workers. Then, when 
elected, this wily gentleman usually votes as he is directed and 
the worker certainly has no say in the directing. He seems to 
ignore the fact that the American workingman, as a worker, 
wants nothing from his government, but as a citizen demands the 
same rights and privileges as are accorded to any other citizen no 
matter what his standing. 

Then the autocratic employer will not take time and often has 
not the inclination to hear complaints from any worker; he 
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arbitrarily rules against the worker in every case without any 
regard as to the merits or demerits of the worker’s complaint, 
because he knows the worker is always (?) wrong. Very much of 
this sort of thing is rapidly disappearing. Employers everywhere 
are searching for means to bring management and men in closer 
touch by coéperation and collective bargaining, to build up 
confidence and respect for both parties. They want the manage- . 
ment and men to learn to work together with a decent regard for 
the rights of one another. It is conceded on all hands that the 
interests of employer and worker are identical. That being 
true, every effort should be made to have the interests of both 
parties brought to a harmonious, just and practical agreement. 
This can only be done by both parties getting together to discuss 
freely and fully any and all disputes and disagreements there 
may be between them, without prejudice or rancor, man fashion, 
face to face, and thus to thresh out their differences to a just 
conclusion. That the workers of a plant can be organized to 
bring about these long wanted conditions is no longer open to 
doubt. 

In September, 1918, the Midvale Steel and Ordnance Company 
submitted to its employes, a plan entitled Plan of Representation 
of Employes which was promptly adopted by the workers. This 
plan is drafted to give the workers, through representatives chosen 
by themselves, the right to a voice in all matters pertaining to 
working conditions, wages, hours, welfare, etc., and is entirely ; 
in the hands of the wage earners themselves. No salaried official if 
has, nor can have under the plan, anything to do with it. It is ‘ | 
so simple in wording and operation there is no chance for misunder- 
standing. 

The organization, under the plan, is anade up at present of a 
committee of thirty-three elected from ¢hirty divisions, on a 
basis of one representative to three hundred workers. This | 
committee elects from its own number a committee, termed the 
Plant Conference Committee. One of the functions of this 
committee is to handle all matters concerning the election of 
representatives. 

In method, the elections are similar to our municipal elections 
and are absolutely secret. Three workers are chosen by the 
committee in each division as an election board, and these three 
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men have full charge, under the supervision of the Plant Con- 
ference Committee, of conducting the election. Each board is 
provided with ballots, ballot box, return sheet, and a list of 
names and numbers of the voters in the division entitled to vote. 
Notices of nomination and election, indicating the number of 
representatives to be elected in each division, must be publicly 
posted in each division one week in advance of election and shall 
state that all employes are entitled to vote with the exception of 
salaried foremen and superintendents. Balloting for nominating 
representatives is held one week prior to general elections. Spe- 
cial elections are similarly called when, for any reason, a vacancy 
occurs in the representation of any division. To insure absolute 
freedom of choice, both nomination and election are by secret 
ballot, under conditions insuring an impartial count. Each em- 
ploye entitled to vote, is given a nomination blank on which he 
writes the name of the fellow employe in his division whom he 
desires to nominate as his representative and himself deposits the 
blank in the ballot box. Employes unable to write may ask any 
of their fellow employes to write for them. Candidates to the 
number of twice as many representatives as the division is entitled 
to, receiving the highest number of votes, are regarded as the duly 
nominated candidates. For example, if the division is entitled 
to two representatives, then the four receiving the highest vote 
are placed on the ballot for election. The election board shall 
count the nominating ballots, making a list showing the number 
of votes cast for each person, and post notices, signed by each 
member of the board, publicly in each division, giving the number 
of votes cast for each person and announcing the nominees. 
These notices must be posted at least 48 hours before election. 
At the election of representatives, printed ballots, with the 
names of candidates, the number of the division and the number 
to be voted, are given to the election board. The worker steps 
up to vote, is identified by his shop badge, is given a ballot which 
he privately marks and deposits himself in the ballot box. Elec- 
tions are held at the same time in all divisions and polls kept open 
for 24 hours, so as to give workers on all shifts a chance to vote. 
After the votes are counted by the election board, lists in 
triplicate, showing the number of votes cast for each candidate, 
are made out by them; one for the conference committee, one 
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for the general superintendent of the plant, and one to be 
posted in the division. Any representative proving unsatis- 
factory to not less than two-thirds of the workers of his division 
may be recalled and a successor elected. 

The actual working of the plan is as follows: Any man having 
any grievance, or any matter on which he desires to have a decision, 
shall first present the subject to his immediate foreman or super- 
intendent, either in person or through his representative. If 
unable to secure a satisfactory adjustment, the representative 
shall present the matter in writing for consideration to the Plant 
Conference Committee. If, in the judgment of the committee 
the grievance is a just one, they present the matter in writing to 
the general superintendent, who shall then confer with them, with 
a view of reaching a satisfactory settlement. The general super- 
intendent, if he so desires, may call into this conference all of the 
division representatives. This has not as yet occurred in our 
plant. If the general superintendent and representatives are 
unable to agree on any question, the matter shall be referred to a 
committee, consisting of the general superintendent of all the 
plants of the company and all members of the Plant Conference 
Committees of all the plants. The combination is known as the 
General Committee. On all propositions submitted to this com- 
mittee, the general superintendent shall cast one vote for the 
company, and the conference committees shall cast one vote for 
the employes. If this committee can reach no agreement, themat- 
ter shall be referred to arbitration. One person shall be elected 
as arbitrator if all parties can agree on his election, otherwise, 
there shall be a board of three arbitrators, one selected by the 
president of the company, one by the employe members of the 
General Committee. These two, if unable to agree, select a third 
arbitrator. The decision of the arbitrator or arbitrators shall be 
binding on both the company and the employes. Additions and 
amendments can be made to this plan when changing conditions 
or other circumstances make such change necessary. 

Thus, in this most democratic manner are grievances adjusted. 
As a sample of the work done in this connection since the signing 
of the armistice, the working force of this plant has been reduced, 
due to lack of work, from about 11,000 to about 4,500, entailing . 
innumerable changes and adjustments. These were made by the 
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managements, with the codperation of this committee to the 
entire satisfaction of all parties. 

Much of the matter written on the subject of collective bar- 
gaining is pure theory. What the writer has just said in regard to 
a system of collective bargaining is neither an argument nor a 
theory; it isa fact. The plan works; indeed, it has been a success 
from its inception and, as the workers become more and more 
intimate with its details, its succcess in the future is assured. 

The advantages of all this to the workers are almost incalcu- 
lable: it adds much to the dignity of his job and lifts him out of 
the depressing rut of drudgery, by giving him a part in the man- 
agement of the plant, in so far as working conditions, discipline 
and welfare are concerned. Its benefits to him are to be measured 
only by the wisdom and energy with which he grasps the oppor- 
tunities and meets the obligations afforded by this plan. 

The advantages to the plant are just as vital, because it results 
in a strongly organized, efficient, well disciplined working force, 
in which every confidence can be placed. Self-respecting men 
contented with their jobs, giving their best, with the assurance 
that their rights will be recognized and their wrongs redressed, 
will make a working force that means peak production, with a 
minimum of friction and a minimum loss of money due to a large 
labor turnover. It may be a simple matter to fill a plant with 
men, but to get together a smooth working force is often an 
extremely difficult proposition. 

One of the adverse criticisms of this plan is that men meeting in 
company time on company property cannot truly represent their 
fellows, that only men favored by the company can be elected as 
representatives and that all their activities are inspired and con- 
trolled by the management. Criticism of this sort we respect- 
fully submit is a severe arraignment of the capacity of the 
worker to govern himself. If he is not fit to govern himself in an 
open shop, his case is hopeless, for the law of averages applies here 
as it does everywhere and the workers in an open shop are just as 
conscientious and just as independent as they are anywhere else. 
A careful reading of the details of our plan should be answer 
enough to such criticism of the future of such a scheme. 

In this age of democracy, when men everywhere are trying by 
all sorts of means to lift up and improve living and working con- 
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ditions for everyone, with striking force there comes the old 
Biblical injunction, “Come let us reason together.” This, if 
accompanied by mutual respect and confidence, together with a 
growing desire and demand for improvement at all times and the 
knowledge and faith that experience alone can give, will sooner or 
later bring us a long way toward solving the problems that have 
confronted employer and employe alike in the long past. 
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Statistical Control Including Costs as .a-—Faetor 
in-Production 


By Hartow S. Person 
Managing Director, The Taylor Society, New York City 


General. A manager desiring to determine the best place 
at which to locate a particular type of retail store, considers 
possible locations from many points of view, including casual 
observations of the places where the greatest number of possible 
customers seem to pass. He then stations at each of these places 
1 an observer who, in a square on a tally-sheet ruled in a care- 
fully predetermined manner, makes a mark as each person 
passes. After the observations have been completed and the 
marks in the various squares are counted, the manager is enabled 
to establish a number of facts pertinent to the problem such as the 
following: the average number of persons who pass during a day; 
the average who pass each hour of the day; the average number ‘ 
of men who pass each hour of the day; of women; of children; . 
the number of office girls who pass during the lunch hour; ete. 
These group facts, discovered by recording and classifying the 
mass of unit facts, are of importance in helping him to decide a 
problem of business policy. 

If a merchant sells hats for a season and keeps no record of 
sizes sold, he is at a loss to place precise orders for the next season. 
He may have a general impression that he had better place in 
a stock more of a given size than of other sizes, but a “general 
a impression”’ is not precision, control and economy in operation. ) 
_ On the other hand, if he has kept records, he may find he has 
ii sold 50 size 6}; 150 size 62; 300 size 7; 500 size 74; 400 size 7}; 

iv | 150 size 72; etc.—in all some 1600 hats. He estimates that his 

iy sales will amount to 2000 hats next season and divides the 
order for that number in the ratios with respect to size, of .5, ’ 
1.5, 3, 5, 4, 1.5, etc., and feels certain that he is forecasting his + 
market with precision. 

These illustrations should suggest to the reader the nature, the 
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purpose and the methods of statistics in business. An iliustra- 
tion might have been used in which facts are entered on “forms” 
in an office, as documents resulting from operations and carrying 
different kinds of data (units of product; wages; sales; com- 
plaints; prices of materials; etc.) pass through the office. The 
magnitude of the business, the volume of the data, the number 
observed, recorded, classified, compared and otherwise handled, 
make no difference. 

Nature and Purpose of Statistics. A “fact” the relations of 
which are obscured has little or no significance. ( A single person 
passing the observer in the first illustration has no meaning or 
importance. Related to the problem of locating the store he 
begins to assume importance. Related to that problem as one 
person in an aggregate of persons passing the observer, he becomes 
in this relationship of great importance; but by becoming part 
of an aggregate of persons he is transformed into one of a mass of 
data so numerous as to confuse the mind, which is limited in its 
processes of observing, valuing, remembering and comparing 
separate experiences which come to it casually. The mind is 
unable to grasp the significance of larger summarizing facts 
behind or contained in the mass. Yet there are summarizing 


_facts there, facts which result from the bringing together and 


analysis of the aggregate,” Statistics is the science and the art 
of handling aggregates of facts—observing, enumerating, record- 
ing, classifying and otherwise systematically treating them—so 
that other “master” facts or principles or laws lying behind or 
contained in the aggregate are made comprehensible to the mind 
and become, along with the results of other methods of investiga- 
tion, data for reasoning, the drawing of conclusions, the making 
of decisions and the determination of policy. 

Statistical Methods. There have been developed many devices 
for the summarizing and analysis of statistical data such as the 
per cent and the arithmetic average. No manager of a plant of 
any size, for instance, could carry in his head the number of 
hirings and separations for two or three years. Yet if recorded 
these facts can be classified and summarized through the medium 
of coefficients, and the mind can easily reason in terms of the 
coefficients, which sum up group facts behind the unit facts. 
That labor turnover was 43 per cent in 1918 and 27 per cent in 
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1919 is the statement of two significant, comprehensible, sum- 
marizing facts yielded by proper treatment of a large number of 
accumulated unit facts, which considered individually had rela- 
tively little significance. The business statistician does not need, 
in the present stage of the development of the art of statistics in 
business, to go into such refinements of statistical method as are 
necessary for, let us say, the biologist, or even a department of 
public health. Extreme refinements of method yield only a 
fictitious accuracy when the preceding steps of observation, 
enumeration and classification are lacking in precision, or the data 
are not in great volume, which is usually the case in a business. 
The accuracy of a chain of reasoning can be no greater than its 
weakest link. 

But if refinement of method in the mathematical treatment of 
data is unnecessary in the use of statistics in business, too great care 
cannot be exercised with respect to the collection of data. The 
summarized data become premises for reasoning, and to the extent 
that they have been incorrectly labeled and classified in the process 
of collection and recording, the reasoning and the conclusions of 
which they become the basis are unreliable. The skilled statis- 
tician wants to know how the data were collected—are they 
complete or a good sample of the mass of unit facts under consider- 
ation; is classification exact; are compared averages the averages 
of like things; ete.? The critical stage in statistical investigation 
is the first stage; the determination of the purpose of the investi- 
gation; precise definitions of different kinds of unit facts to be 
recorded; the careful recording, classification and summarizing 
of these unit facts in accordance with the precise definitions. 
From that stage on statistical processes are simple. It is in that 
stage that the difficulties lie and the errors are made. 

Homogeneity of Statistical Units. That the original units of 
observation and record should be homogeneous is the primary 
rule of all worth-while statistical effort. This depends upon 
careful definitions. If definitions are not exact, dissimilar things 
will be enumerated under the same head by different observers 
or recorders, homogeneity will not exist and the summaries and 
averages will not be comparable. One recorder might include 
under “‘wages”’ some payments that another includes under 
“salaries.” One might include under “worked materials” 
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some things that another includes under “‘stores.”” One might 
include in the length of time it takes to perform an operation, 
the time between the start and finish of the operation that the 
machine is idle; another might not. The statistics of labor 
turnover published today are generally incomparable because of 
this error. In one plant “separations” is made the basis of 
computation; in another “‘hirings.” In one plant the working 
force may be increasing, in another decreasing; neither “separa- 
tions” nor “‘hirings”” has the same significance in the one as 
in the other. Different unit facts are classified under the same 
head and the law of homogeneity is violated. Resultant averages 
are not comparable. 

The primary statistical fact—statistical unit—observed and 
recorded should not be a compound fact. To use a chemical 
analogy, it should be an element. Compounds can be built up, 
if desired, by bringing elements together. The recording and 
analysis of homogeneous primary facts require planning ability 
and cost money, but they are the only facts worth recording. 
Later attention will be directed to the use of mechanical devices 
which make possible the recording and classifying of unit facts 
at a reasonable cost. 

Statistics in Business. The application of statistics was first 
developed by governments and quasi-public institutions in the 
study of social phenomena and was then developed and carried 
to the highest degree of perfection in technical method by the 
biologists in the study of the laws of heredity. In these fields 
the data have always been so numerous as to compel statistical 
treatment, and in these fields great discoveries have been made by 
the statistical method of investigation. Among business institu- 
tions the first to use statistical methods were the insurance com- 
panies, railroads and similar businesses, the data of whose opera- 
tions are voluminous and usable only when statistically handled. 
With the broadening of markets and the increase in the size 
and in the volume of business of other industrial institutions, 
the use of statistics increased as an aid in establishing stand- 
ards, and in interpreting facts as a basis for the forecasting of 
tendencies and the determination of policies. Today there are 
few large business institutions in the United States—manufactur- 
ing or distributive—which do not have statistical departments, 
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and regard for the statistical function in smaller institutions is 
increasing with great rapidity. There is scarcely a business of 
any size which could not use statistics to advantage, the size 
of the “statistical department” being purely a problem in over- 
head cost to be viewed in the light of probable returns. There is 
an advertising company which carries an immense and costly 
statistical overhead, but the result of the work of that department 
has made the company impregnable in competition; its clients 
have confidence in its advice. I know of a small distributing 
house in which a young graduate of a school of business adminis- 
tration, along with other duties and on his own initiative, began 
to record, classify and analyze data according to the statistical 
method. In one year he proved “master facts behind the mass 
of unit facts” never before observed, and influenced purchase 
policy and sales policy—for the business he effected economies 
resulting from operations in accordance with better policies, 
and, for himself, proved himself worthy to be a branch manager. 
Between these two extremes may be found throughout business 
a great variety of methods of utilizing statistics in investigation. 

The Practical Objects of Statistics in Business. The principal 
objectives of the use of statistics in business are: 

1. To ascertain inner, controlling, master facts which cannot be 
ascertained by casual observation of the complex mass of obvious 
facts which constitute the experience of the business and in which 
they are contained. The sales manager about to undertake 
a salés campaign, does not trust to chance or to casual observa- 
tion more than is necessary. He investigates and analyzes 
characteristics of the consuming public in a market—estimates 
among other things their probable demand for and capacity to 
purchase the particular commodity he proposes to introduce, 
and the kind of advertising methods to which the purchasers of 
that market are most likely to react. The utility corporation 
analyzes statistically a growing suburb before it determines its 
policy of extension and capital investment. The merchandise 
and credit managers of a wholesale distributing house estimate 
the purchasing power of a region, through the statistical analysis 
of crop and other governing conditions, before determining 
policy with respect to a season’s business. The manager of a 
retail store may analyze sales of different articles by sizes, seasons, 
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etc., in order to determine a quality, quantity and seasonal 
schedule of purchases, thereby adjusting orders to probable 
turnover. 

2. To determine standards by which to value and guide 
current performance and in terms of which to estimate future 
performance. The merchandise manager of a department store 
receives each morning a summary sheet showing sales of the 
preceding day compared with sales of the same day the year 
before; cumulative sales of the month to date compared with 
cumulative sales of the corresponding period of the year before 
and with estimates for the current month; cumulative sales of 
the year to date compared with those of the corresponding year 
before, and so on. He can ascertain at a glance whether sales 
are going well; if they are not he may institute at once a special 
sales campaign. Likewise any business selling commodities or 
services. A production manager time-studies operations under 
different conditions and with different materials and methods, 
and by statistical treatment of the data establishes several 
standards: standards of conditions; of materials; of methods; 
of performance. He can then value and guide current perform- 
ance and can estimate with precision future performance. He 
may keep his record in terms of units of output and in terms 
of units of cost. Cost units are no different from other units in 
statistical treatment. A telephone company analyzes statistical 
records of calls and establishes a standard of performance for 
an operator or for a system and on the basis of these standards 
can determine whether an operator is efficient or a system is 
approaching the volume of business for which it will be inadequate, 
requiring extension or replacement. The electric light or tele- 
phone or other similar company, by statistical records determines 
the hours, the days and other seasons when its various peak 
loads are bound to occur, and establishes operating policy accord- 
ingly. A supply division of the army or navy, by statistical 
methods, determines a procurement and delivery schedule for an 
army of a given size under predetermined conditions of activity, 
and by similar statistical methods determines from’ day to day 
whether the schedule is being observed. 

The use of statistics in determining such standards for meas- 
uring current performance and estimating future performance 
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is one of the latest developments of the use of statistics in business, 
offers one of the most profitable instruments for improvement 
in managerial methods, and unfortunately involves some of the 
greatest dangers of misuse. These misuses are prevalent in 
current practice. The first is the error of so organizing the 
function of recording, classifying and analyzing data as to secure 
the returns too late for use in controlling current operations, in 
which case the statistics are but .records of past performance 
and have so limited a usefulness as to raise the question whether 
they are worth the cost of collection. The second error is that 
the units of enumeration may not be homogeneous, and to the 
extent that they are not, their value in the control of current 
practice or of forecasting future performance is invalidated. A 
time (statistical unit) of a performance by method A under con- 


dition B with material C on machine D is not homogeneous with 


a time resulting from a study when either A, B, C, or D is different. 
Three complaints, one resulting from disturbed mail service, one 
resulting from a defect in the goods, and one resulting from dis- 
courtesy of a clerk, are not homogeneous. To record them 
simply as “complaints” may enable a manager to enjoy the 
sensation that something is wrong, but will give no precise 
information which will enable him to control the situation and 
remedy the causes. The third error in the use of statistics in 
establishing standards and measuring performance is that the 
units of statistical record may not correspond to the units of the op- 
erating processes. This is a common error, for only too frequently 
the statistical function is not recognized as a production func- 
tion, and the statistical department and methods are developed 
independently of the production department and methods. The 
analysis of processes by the production manager for the purposes 
of operating control is different from that of the statistical depart- 
ment for purposes of record, with the result that the statistics 
fail to be useful to the production manager. The same authority 
that approves the establishment of production methods should 
approve the establishment of statistical methods in so far as they 
are concerned with statistics of operation, in order to insure that 
the units of statistical record shall be identical with the unit 
process of production. Furthermore, the only way of assuring 
such correspondence is to make the “papers” which control 


i} 
a 
a | 
| 
4 
| 


STATISTICAL CONTROL 227 


production the original documents from which statistical data 
are drawn. 

3. To establish series of facts which suggest tendencies, or 
permit comparisons which suggest causal relations, or at least 
correlation, between series. Time curves may be plotted show- 
ing sales—by salesmen, by territories, by articles, etc. By these 
the sales manager may keep informed concerning the sales tend- 
ency in a territory, of a commodity, or of a salesman. Compari- 
son of these curves may permit the manager to determine that 
the salesman whose record of gain is best is concentrating on 
leaders which yield small profit while a salesman whose record 
for gain is not so good may be selling a wider variety of articles, 
thereby laying the foundation of a better long-run business in 
his territory. Curves of wages paid, hours of work, output per 
man, separations, hirings, cases of discipline, idle machine time, 
etc., may be compared and correlations proved—i. e., it may be 
observed that when one curve shows a particular tendency 
another shows a similar or different particular tendency. The 
establishment of such correlations permits more accurate fore- 
casting of results and the establishment of more dependable 
policies. There is opportunity for the development of statistics 
of this kind in every business and the results may be considerable, 
but in no two businesses is it the same, and each is a field for special 
study. 

There are many data pertaining to the social-industrial con- 
ditions in which a business is carried on, of importance to every 
manager in determining policy, but to collect, classify and 
analyze these would be too great a burden of cost for one business. 
We have in mind data relating to crop conditions, prices of basic 
materials of industry, bank clearings, commercial failures, ete., 
which when consolidated and compared throw light on general 
business conditions. Statistics of this sort are now available 
through statistical service agencies,” and it is not necessary for the 
individual business to secure them. But there remains a con- 
siderable number of special “lines” of statistics, especially 
pertinent to its materials, products and markets, which a business 
may profitably maintain. 

? For instance, services rendered by Roger Babson, Inc., and by the economic 
research bureau associated with the Harvard Graduate School of Business 
Administration. 
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4. To determine laws governing industrial operations. A 
comparison of different lines of statistics might disclose such 
relations as to prove principles to which the term “law” could 
properly be applied. Extraordinarily large numbers of homo- 
geneous data are essential to the establishment of laws. These 
are seldom available in the records of a single industrial con- 
cern. The most noteworthy case of the scientifically precise 
observation, recording, classification, analysis and general statis- 
tical treatment of industrial data which has led to the formulation 
of laws, was the study by Mr. Taylor and his associates which 
led to the discovery of the laws of metal-cutting, which revolu- 
tionized that art. The hope of the discovery of laws governing 
industrial operations depends upon the pooling of the statistical 
interests of many concerns—codperative statistics which will 
yield homogeneous data in great volume. 

Cost Accounting. Cost accounting is a specialized phase of 
statistics. It is statistics in which the statistical units are 
monetary values—cents, pence, centimes. The principles of 
the statistical treatment of these units are no different from the 
principles of the treatment of other units—pounds, gallons, bushels. 
Cost statistics are subject to every law governing general statistics, 
and most of the troubles in cost accounting are the result of 
disregard of statistical laws. Cost statistics should be derived 
from operating “‘papers”’; these papers should flow in a constant 
stream over the desks of cost and other statistical clerks and keep 
the record “up to the day” as a basis for immediate control of 
operations; the cost unit data should coincide with or dove- 
tail into the unit data of other phases of statistics; they should 
be homogeneous. Costs which have been derived in accordance 
with these principles are worth the expense; costs which are but 
the record of past events—records got up too late to influence 
current action and in classes which do not correspond to classes 
of operations in the shop—are seldom worth the expense of 
collection. 

Mechanical Devices. The principal obstacle which is met in 
the development of the cost and general statistical methods 
here recommended is the clerical expense involved. The expense 
of copying data from operating forms on to special statistical 
department forms, and then of computations and tabulation, 
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is frequently prohibitive. But it is possible to adapt the cards 
of the standard sorting and tabulating machines for use as 
original operation orders, and they become, after their use in 
operation, the data cards of the cost and other statistical clerks. 
One firm at least* has economically secured extraordinary results 
in this way. The economy resulting from the use of mechanical 
devices and the exceptional minuteness and value of the costs 
and other statistics derived by this firm, are due to the fact that 
the statistical methods are tied up with—are a function of— 
the good management methods. 

Graphical Records. Graphical forms of recording statistical 
data—especially summarizing data—have been found desirable 
by all well-organized statistical departments. The simple curve 
is the most useful graphical device. It has properties, not char- 
acteristic of tables, which aid the mind in detecting, through the 
eye, tendencies and relations. There are firms which plot and 
keep posted daily as many as 1500 or 2000 curves. 

The Statistical Department. The statistical function should be 
performed by specialized clerks trained in the methods and in 
the manipulation of mechanical devices and in statistical opera- 
tions. The manager of the department should be above all a 
man of imagination and of analytical ability. He should suggest, 
but he alone should not determine what statistics should be kept 
and what\objectives aimed at. Statistics are for use, not for file. 
The executive and the administrative officers are the users. 
They should participate in determining what statistics should 
be kept. Their several desires should be dovetailed into one 
organic body of statistical records, coérdinated by the general 
manager through the management engineer. 

General Information: A Supplementary Function. Statistics 
is a method of investigation, of securing information. It is 
logical therefore that other methods of securing information than 
the statistical should be assumed by the statistical department. 
Special libraries, including files of books, pamphlets, trade 
periodicals and newspaper-clippings, of which all the important 
contents bearing on the business are indexed, are being devel- 
oped by statistical departments. The department should take 
the initiative in bringing pertinent information to the attention 


* Day and Zimmerman, Philadelphia. 
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of the administrative and executive officers; should establish its 
information service within the plant. 

Conclusion. Statistical results secured in’ accordance with 
correct statistical principles and methods—telated to operations, 
posted up to the day, based on homogeneous units—are as 
important to the well-managed manufacturing plant as are the 
sextant and the compass to the mariner. They permit the 
management to know at any moment where it is and to set its 
course. Statistics which yield only records of past events are of 
no more use than the log to the mariner; they do not assist one 
to shape one’s course. Statistics are recorded, classified and 
analyzed experience. From this experience, so made available, 
principles may be derived to guide all who are concerned with the 
determination and execution of policies and with the direction 
of operations—directors and president, general manager, produc- 
tion and sales managers, employment manager and others accord- 
ing to their respective problems. More accurate forecasting of 
conditions will be possible and more precise control leading to 
desired results; more reliable forecasts of demand, more favorable 
buying, better selection and training of workers and retention of 
workers; more precise and dependable production methods; 
and a better schedule of production throughout the year. 
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On the Technique of Manufacturing 


By H. K. Hatruaway 
Consulting Engineer, Philadelphia, Pa. 


] poaine recent years there has been a growing tendency to 

under-estimate the importance of mechanism or system in 
the field of management and to assume that something more or 
less vague and intangible—a spirit of codperation, democracy in 
industry, the acceptance of certain fundamental principles or the 
adoption of sound policies—meet all of the requirements and will 
accomplish the objects of good management. It is true that 
Taylor himself was wont to emphasize the importance of what he 
termed the “essence of Scientific Management’’—the four great 
principles which he stated as: 


The managers assume, for instance, the burden of gathering together all of the 
traditional knowledge which in the past has been possessed by the workmen and 
then of classifying, tabulating, and reducing this knowledge to rules, laws, and 
formulae which are immensely helpful to the workmen in doing their daily work. 
In addition to developing a science in this way, the management take on three 
other types of duties which involve new and heavy burdens for themselves. 

These new duties are grouped under four heads:— 

First. They develop a science for each element of a man’s work, which 
replaces the old rule-of-thumb method. 

Second. They scientifically select and then train, teach, and develop the 
workman, whereas in the past he chose his own work and trained himself as 
best he could. 

Third. They heartily cojperate with the men so as to insure all of the 
work being done in accordance with the principles of the science which has been 
developed. 

Fourth. There is an almost equal division of the work and the responsibility 
between the management and the workmen. The management take over all 
work for which they are better fitted than the workmen, while in the past almost 
all of the work and the greater part of the responsibility were thrown upon the 
men. 


While we must be careful not to mistake the form for the 
substance, nevertheless management is a practical matter and 
Taylor realized that without means being provided for the 
intelligent, consistent and continuous application of these prin- 
ciples they were of no more value than would be the principles of 
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chemistry without a laboratory. It was he who developed step by 
step—not for the purpose of working out a “system,”’ but as its 
necessity became pressing in his efforts to apply the principles he 
was evolving—a complete system of management with all of the 
elements codrdinated and functioning as in a well built machine. 

It is true and must be recognized that no one system for the 
application of the principles of Scientific Management can be 
devised that will meet the needs of all industries—nor indeed any 
two manufacturing establishments in the same industry. In 
every case the system must be designed or adapted in a greater 
or lesser degree to the individual business. The same raw mate- 
rials or even manufactured parts may be used in the construction 
of widely differing products and likewise certain elements of a 
system designed for one business may be used with little or no 
change in working out a system for another and radically different 
business. 

The planning and control of work, time study and functional 
foremanship (the latter, partly exercised in the shop and partly 
from within the planning department) comprise the principal 
features of the mechanism for the practical application of the 
principles cited. 

The production of anything consists of three stages: 

a. Determining what is to be produced—what materials are to be used and 
their disposition in the article to be produced. This is the function of the 


engineering or designing department. 
b. Determining how it is to be produced and when the various steps inci- 
dent to its production are to be taken. This is the function of the planning 


department. 
c. Performing the physical work in accordance with the plans of the design- 


ing and planning departments. This is the function of the manufacturing 
department. 

Obviously the planning department is the logical complement of 
the engineering or designing department. Briefly stated its 
functions are so to plan and control the processes of production 
that the personnel and the facilities of the plant, physical and 
financial, will be utilized to the best and fullest advantage, that 
the work will be done correctly and economically and that deliv- 
eries will be made on time. 

In the planning department is assembled practically all of the 
clerical work which in a plant run under old style management 
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Fic. 1—Tue PLanninc DEPARTMENT. 
THE TABOR MANUFACTURING CO., TOOL BUILDERS, PHILADELPHIA. 


Production clerk’s and planning dept. order of work clerk’s desk. 

Typist—writing route charts, operation orders, time cards, etc. 

Shop superintendent 

Route clerk’s desk 

Foundry clerk (special materials clerk). 

Balance of stores clerk 

Clerk duplicating operation orders, time cards, inspection orders from originals written 
by typist (2. see above) and preparing (collating) route files. 

9. Time study and instruction card desk. (Man with practical experience on right pre- 

paring instruction cards—clerk on left filling in time from tabulated data.) 

11. Recording and window clerk. (Files of active route sheets back of him.) 

12. Shop order of work clerk (at bulletin board.) 

13. Drawing & instruction card messenger (at drawing files.) 


Pay roll and cost desk. 


= 


! 
| 
} 
} 14. 
| 
| 
| 
7 


Fic. 2--ForemMan CuEecKING Up MATERIALS REQUIRED FOR THE Next Jos. 
THE TABOR MFG. CO., TOOL BUILDERS, PHILADELPHIA, PA. 


Fic. 3—Detivertnc Drawine, Toot List anp Instruction Carp TO MACHINE. 
IN THE SHOP 


| | | 
| 


On THE TECHNIQUE OF MANUFACTURING 233 


is done here and there in the manufacturing departments, either 
by clerks, the foremen or even the workmen themselves. It is the 
repository of all data and working records required for the plan- 
ning and control of work done in the plant. 

The planning department should be centrally located so as to 
be conveniently accessible to all other departments and particu- 
larly to the manufacturing departments which it serves, the 

. store-room and the designing (or engineering) department.’ In 
many cases it has been tound desirable to install means of rapid 
communication between the planning department and the shop 
and the store-room, such as pneumatic tubes or carriers for issuing 
time or job cards to operators, move orders, inspection orders, 
instruction cards, tool lists, etc. In some instances direct tele- 
phones to various stations enabling communication without 
going through an exchange may be desirable. 

Furniture such as will be seen in the accompanying illustrations 
specially designed to meet the needs of the planning department 
should be provided for those purposes for which experience has 
shown ordinary commercial office furniture to be poorly suited. 

The basic data required for the planning department should 
include: 

a. Data relating to Product and Materials 

Drawings and bills of materials of the product (or their equivalent which in 
some cases may take the form of samples or patterns). 

Specifications for both the product and the materials entering thereinto. 
This class of data should cover all of the information with respect to the product 
that may be needed in planning or in its manufacture. 

b. Data relating to Plant Equipment 

Complete information with respect to each machine, its capacity, speeds, 
adjustments, classes of work or operations to which suited, location, ete. Simi- 
lar data with respect to work places other than machines, tools and appliances, 
etc. This class of data should be so complete that work may be planned with a 
full knowledge of, and in accordance with the manufacturing facilities, in such 
a way as to make the best use of the plant and its equipment. 

c. Elementary Time Study Data é 

“Unit times” covering all of the elementary operations entering into the 
processes of manufacture, the adjustments and operation of machines, the use 
of the various tools and appliances, allowances for fatigue, for changing time 
cards upon the completion of each job, for inexperience of new operators, for 
variations in quantities, etc. In short all of the data necessary to the compila- 
tion of detailed instruction cards for any operation to be performed indicating 
the method to be followed and the time that the job should take under the 
standard conditions that have been established. 
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There are also built up and maintained for products that have 
been manufactured files of route charts or diagrams, route sheets, 
instruction cards and tool lists which will be described further on. 

The active records of the planning department consist princi- 
pally of the progress sheets (or charts) and the route sheets on 
which the progress on the various orders in process of manufac- 
ture is recorded and the “Balance of Stores and Worked Mate- 
rials”’ sheets (stock ledgers or perpetual inventory) which show 
for each item of purchased or manufactured materials carried in 
stock—the quantity on hand, the quantity on order but not yet 
received in stores, the quantity required for (apportioned but 
not yet issued to) manufacturing orders or shipping orders that 
have been issued and the balance available for use on future 
orders. 

It will be seen that the planning department’s activities fall 
within three broad classes: 


a. The conduct of research work, establishing and maintaining standards 
and the compilation of data of a basic character, applicable to the manufacture 


of the plant’s products. 
b. Planning in advance the work to be done in producing the things called 


for by manufacturing orders. 
ce. Planning and controlling through suitable mechanism, the work done in 


the manufacturing departments in such a manner that the plant capacity will be 
used to the best possible advantage, that each workman will be kept adequately 
supplied with work of a character for which he is qualified and that each job or 
order will be completed in accordance with an established order of work (or 
schedule) meeting the requirements with respect to time of completion and 
delivery. 

From this point perhaps it will be best to describe the processes 
that take place in the planning department from the time that a 
manufacturing order has been issued and the necessary drawings, 
bills of materials, specifications or samples provided, describing 
each stage in the process of planning and the manner in which the 
work is controlled as it progresses through the shop. 


Routine AND Duttres or THE Route CLERK 


The manufacturing order together with all data relating to 
design, etc., is turned over to the route clerk who plans in detail 
for each unit or article to be produced for the manufacturing 


order: 
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a. The quantities of each kind of material required for each different part. 

b. Whether these materials are to be taken from stock on hand in the store- 
room or procured especially for the order. 

c. Whether the part or article is something to be manufactured from material 
on hand or to be procured or is to be drawn from manufactured stock on hand in 
the store-room. 

d. If the part or article is to be manufactured, the operations which must be 
performed in order to convert the primary material into the finished article, the 
sequence in which these operations must be taken up, the machine or work place 
best suited to the performance of each operation. 

If the product called for by the manufacturing order consists 
of a number of parts to be assembled together after having been 
manufactured or drawn from the store-room, the route clerk pre- 
pares a diagram or route chart showing graphically the manner 
in which the various parts are to be assembled into groups or sub- 
assemblies and the manner in which the various groups or sub- 
assemblies are to be assembled to bring about the completed 
machine or article, the relation of the several parts and groups 
to each other, the relative importance of each part and group as 
a guide in determining the order in which the work should be 
prosecuted in the shop so as to have those parts requiring the 
greatest time to produce finished as nearly as possible simulta- 
neously with all other parts. Likewise on the charts he shows all 
of the information previously described. 

For each unit to be manufactured, that is to say for each part, 
for each group of parts to be assembled and for the assembling of 
the completed article, a route sheet is prepared giving the informa- 
tion above referred to in such a manner that the progress of the 
work may be recorded and regulated as it goes through the shop. 
He also causes to be prepared the orders on the store-room (stores 
issues) for the primary materials and stock parts. 

It will be seen that the person performing this function must 
not only possess clerical ability but also be one who has had prac- 
tical experience in the performance of the work being planned and 
that this knowledge must be supplemented by the necessary data 
relating to materials and manufacturing equipment. Usually he 
is selected from the ranks of the workmen or foremen. 

Based upon the route sheets there are prepared by typists all of 
the orders relating to each of the several operations on each piece 
or assembled unit that will be required as the work progresses. 
These include: 
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a. Move Orders issued to men whose sole duty it is, on the 
orders of the planning department, to move materials from place 
to place in the shop. 

b. Time Cards which are issued to the workmen at the start 
of each job and serve the purposes of recording progress of work 
on the route sheets, making up the pay roll and of cost keeping. 

c. Operation Orders to be used in planning the work ahead for 
each of the machines and work places throughout the shop serv- 
ing as an index to the detailed instruction cards and tool lists 
relating to the respective operations, indicating the machine at 
which the work is to be done and the time which it should take. 

d. Inspection Orders which are issued to the inspector, in some 
cases for each operation, advising him of the start of each job in 
order that he may give the workmen such instruction as may be 
necessary to insure a proper understanding of the requirements 
as to accuracy, quality, etc., and that he may check the work up 
as it progresses to guard against carelessness or errors. 

e. Identification tags to be attached to the various parts and 
materials. 

The route sheets are attached to portfolios or to sheets of heavy 
paper containing a series of envelopes in which the move orders, 
time cards, operation orders, etc., referred to above and the 
instruction cards and tool lists for the various operations are 
placed in such a manner as to be readily accessible when wanted. 
The route sheets with their portfolios are later placed in suitable 
files indexed to facilitate finding any sheet desired. 


Tue BALANCE OF StorES CLERK 


The next step in the planning is to send the manufacturing 
order accompanied by its route sheets, stores and work materials, 
issues, etc., to the balance of stores clerk who will make sure that 
adequate provision has been made for the materials required 
either through their being on hand in the store-room or on order. 
He apportions to the order the quantities of each material 
required, subtracting it from the quantities shown to be avail- 
able on the respective balance sheets and as the balance available 
falls as a result of apportionment to the minimum quantity 
established he issues requisitions on the purchasing agent for 
purchased materials or issues manufacturing orders for manufac- 
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tured or worked material parts. Thus the stock is automatically 
maintained. 

Later on as the material is actually withdrawn from the store- 
room the balance of stores clerk also subtracts from the quantity 
shown to be on hand the materials issued. 

The balance of stores clerk cojperates closely with the account- 
ing department, his sheets carrying values as well as quantities are 
in fact details of the stores and manufactured product accounts. 
The minimum and ordering quantities are fixed with a view to 
economy in purchase and manufacture, to the maintenance of a 
stock which will meet the needs of manufacture without tying up 
more capital than is necessary and are revised as often as may be 
necessary to meet changing conditions. 


Tue SpectaL CLERK 


In many businesses certain materials are not regularly carried 
in stock, but are procured especially for the order in connection 
with which they are to be used. This would be the case in a 
machine shop with respect to castings and forgings and in almost 
every industry there is a similar class of material. These mate- 
rials require close following up in order that they may be procured 
without excessive delay, and consequently it becomes the duty 
of the special materials clerk to requisition and follow up all 
materials which the route clerk has indicated as falling within this 


category. 
Time Stupy AND InstrucTION Carp MAN 


The manufacturing order with its route sheets, etc., next is 
delivered to the time study and instruction card clerk whose duty 
it is to draw up for each operation an instruction card describing 
in detail just what the operation consists in, the method to be 
followed and the implements to be used, and to fill in for each one 
of the elementary operations making up the operation as a whole 
the time as shown by his elementary time study data. 

The time study man in preparing an instruction card must 
have readily available complete information relating to each of 
the machines in the shop, and what tools and implements are 
available. 

He must also have properly tabulated all of the elementary 
time units which may enter into work to be done. With this 
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data and the drawings and specifications before him giving all of 
the information relating to the product to be worked upon, he 
prepares the instruction card for each operation enumerating 
every elementary step which he would take if he were to perform 
the operation himself. Where two or more methods may be fol- 
lowed, if there is any question as to which is the better from the 
standpoint of time, he may draw up roughly a card for each. 
Occasionally it may be found that an operation involves some new 
elements calling for the making of certain studies before the time 
and method for the job in question may be settled upon definitely. 

Simultaneously with preparing the instruction card which of 
course must indicate any implements to be used, a tool list specify- 
ing them is prepared, and should it be found that any new tools 
are required, the person preparing the instruction card must 
arrange for their purchase or manufacture. In short, the instruc- 
tion card writer must assure himself that all of the conditions 
upon which he bases the method and time prescribed will exist 
when the work is undertaken. 

Of course, it is not necessary in every instance to prepare a new 
instruction card for each operation on each manufacturing order 
passing through the planning department. Many jobs are simply 
repetitions for which instruction cards already exist. Frequently 
it is found that, while an article to be manufactured is new, some 
of the component parts are identical with those used in other 
products, or that they differ only in some degree, permitting the 
use of existing instruction cards with such changes as are called 
for by the difference in the part or article. 

These cards show in summarized form the time for preparation 
at the start of the job, for cleaning up at the finish, the time per 
unit or piece, and the percentages of allowance for fatigue, inertia, 
ete., which may vary with the number of pieces in the lot. From 
this information the time for each operation is computed and 
entered on the time cards, operation orders and route sheets. 

The time study man and the route clerk must codperate closely 
with each other. The time study man is also frequently con- 
sulted by the designing department and in fact in many businesses 
no new article is added to the line until it has been submitted to 
the time study man and the cost determined on a basis of his 
figures as to the amount of work involved. Until active codpera- 
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tion is established between the planning department and the 
designing department of a business it may be said that the full 
benefits of Scientific Management are not realized. 

With the placing of the completed route sheets together with 
their operation orders, time cards, instruction orders, tags to be 
attached to the material for identification, etc., in the route files 
the work of planning what is to be done may be said to be com- 
pleted and we now enter into the second stage of the planning 
department’s activities—the planning of when work is to be done. 
This is carried on by the production clerk (sometimes called 
production superintendent or production manager) with certain 
assistants known as the planning department order of work clerk 
and the shop order of work clerk. 

It is the function of the production clerk to see that work is 
completed in such time as to satisfy the needs of the sales depart- 
ment or in the case of stock parts, the needs of the shop. It is 
also his duty to see that all machines and work places in the shop 
are adequately supplied with work so as to keep the force continu- 
ously employed. In this matter he may be regarded as the 
agent of the employes and in case of any shortage of work it is 
up to him to bring the matter to the attention of the manager or 
the sales department in sufficient time to permit of taking such 
action as may be possible to supply the deficiency. The ultimate 
responsibility for keeping the shop uniformly busy and for main- 
taining a proper balance of the various classes of work lies with 
the sales department, but it is the production clerk upon whom 
the sales department must depend for the information necessary 
to accomplish this end. This the production clerk does by main- 
taining what is termed a “balance of work”’ showing the amount 
of work of each class ahead of the shop, sub-divided by classes of 
machines or operations and further by time periods. This is kept 
up by adding the time represented by manufacturing orders as 
they are entered, and subtracting as the work is performed. 

In cases where the work ahead exceeds the capacity of the plant 
it is the duty of the production clerk to bring the matter to the 
attention of the manager and to follow.it up and see that ade- 
quate provision is made to take care of the excess, either through 
the addition of equipment, working over-time or having some of 
the work done elsewhere. 
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Too much emphasis cannot be laid upon this function of the 
planning department. The successful outcome of the adoption of 
Scientific Management is largely dependent upon keeping the shop 
uniformly busy assuring all workers of steady employment. This 
is of course equally important under any form of management, 
but under the old type of management particularly in plants 
where piece work prevails—if it is realized at all—irregularity in 
the flow of work, dull seasons and periodic unemployment are too 
often regarded as conditions inherent to the business over which 
the management has no control and for which it feels little or no 
responsibility. Once a planning department has been established 
and is properly functioning and particularly where the task and 
bonus system of payment based upon time study supplants the 
old scheme of piece work, the condition cannot be ignored and 
the management’s responsibilities are forcibly and continously 
brought to its attention. 

The production clerk arranges the “order of work”’ or schedule 
indicating the order of preference to be given to each of the 
various manufacturing orders started out. This schedule must of 
course take into account the amount of work to be done and the 
time when the order must be finished. It serves as a guide to the 
planning department order of work clerk in arranging for the 
progress of an order through the various stages of planning and 
also for the shop order of work clerk in starting orders out in the 
shop and in laying out the work ahead for each of the machines 
and work places. The production clerk must each day check up 
the progress being made on the various manufacturing orders 
going through the planning department and in the shop to assure 
himself that his assistants are correctly following out his instruc- 
tions. He must also take care of the exceptional or emergency 
orders coming in from time to time and instruct his assistants as 
to the action to be taken where things have not worked out as 
planned. 


Tue PLANNING DEPARTMENT ORDER OF WorkK CLERK 


While strictly speaking the planning department has no one 
person at its head, that is in the sense of the old time boss of a 
department, the planning department order of work clerk may in 
a certain measure be regarded as being its head. He is responsi- 
ble for work proceeding through the planning department with- 
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out delay, for the work of each of the functions being kept up to 
date and in case of any failure to do so it lies with him to initiate 
and follow up such action as may be necessary to correct the 
trouble. Naturally he cannot be responsible for the quality of 
the work done by the route clerk or the time study man nor give 
them orders as to how work shall be planned, but he is respon- 
sible for seeing that these and all other functions in the planning 
department are adequately manned and that the personnel 
attend to business. 

He must indicate to each of the peoplein the planning department 
the order in which they are to undertake the work ahead of them 
and he must advise them as to the time when each order must be 
completed so far as their respective part of the planning is con- 
cerned. He must maintain such records as will enable him at 
any time to locate any order that is going through the planning 
department and he must see that orders move from one planning 
function to another without delay. In addition to the follow up 
manufacturing orders going through the planning department, he 
must also look after the planning for the correction of any dam- 
aged or defective work reported by the inspectors as well as for 
the planning of any changes in work already in process. 


OrperR oF CLERK 


The shop order of work clerk really controls the operation of 
the shop, the mechanism through which he does this being the 
bulletin board, and the route files. He has as assistants, the 
window clerk, who receives time cards, move orders and inspec- 
tion orders as work progresses and issues to the workmen, move- 
men and inspectors these orders for their next jobs; the recording 
clerk, who upon receipt of a time card, move order or inspection 
order, pertaining to work that has been done indicates the progress 
by checking on the appropriate route sheet, removes the operation 
order for finished work from the bulletin board, issues through the 
window clerk the time cards for jobs to be started, the move orders 
for jobs that have been finished and inspected, inspection orders 
for jobs started, etc. He also has an assistant generally termed 
the messenger, who delivers to workmen, the drawings, specifica- 
tions, samples or other information as well as instruction cards 
and tool lists pertaining to work ahead. (In a plant manufac- 


turing a limited line of product where the same jobs are frequently 
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repeated this sort of information is maintained in the shop where 
it is accessible to the operators and functional foremen of the 
section or department to which it pertains and is not issued from 
the planning department for each individual job as is the case in 
a plant where a large variety of work infrequently repeated is 
done.) 

On starting an order out in the shop, the shop order of work 
clerk arranges the operation orders for the first operations (on 
the parts for which material is available) on the bulletin board for 
the machines or work places concerned, in the order indicated by 
his order of work or schedule, with respect to other jobs already 
ahead of the machines, or work places in question. He also sees 
that the moving of materials as well as the work of the inspectors 
is controlled in accordance with the order of work and kept up to 
date. As jobs progress from one operation to another he arranges 
on the bulletin board, the operation orders for each successive step 
in accordance with the order of work. 

Another important duty of the shop order of work clerk is to 
check up or to follow up through the route sheets the progress of 
work on all manufacturing orders, assuring himself that they are 
progressing at such a rate as will insure their completion in their 
proper order and by the time required; to bring to light any cases 
where the lack of materials or tools have prevented the progress 
of work, and above all to detect any cases where through error 
delays have occurred, or where the operation orders for work 
have not been arranged on the bulletin board in accordance with 
the order of work. In every instance where he finds any condi- 
tion which is not right he must initiate and follow up the necessary 
action to correct the trouble. 

He is responsible for seeing that each machine or work place is 
kept properly supplied with work and for bringing to the atten- 
tion of the production clerk any case where there is an excess or a 
shortage. In cases of break-downs of machinery or anything 
going wrong he must see that whatever action may be necessary 
is taken to correct the trouble. 


Time Stupy 


There is probably no branch of Scientific Management more 
interesting or which has been more misunderstood and mis- 
applied than Time Study. While time study is most often thought 
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of as a means to determining the time in which work should be 
accomplished and as a basis for accurately setting piece rates or 
tasks, its greatest value and importance is in “the development of 
an art or science”’—which Mr. Taylor stated as the first pri: ~iple 
of Scientific Management. This includes effecting improvements 
in processes, methods, implements, machinery and materials—all 
essential to increasing production—establishing and maintaining 
for the workers such improved conditions as standards. 

It was with time-study that Mr. Taylor started to develop 
what has since become known as the Taylor System or Scientific 
Management. The invention of elementary time study as a 
result of his efforts to set piece rates which would be fair in every 
respect, both to the worker and the employer, has been interest- 
ingly described by Mr. Taylor in his paper A Piece Rate System 
presented before the American Society of Mechanical Engineers 
in 1895. 

It soon developed, however, as Mr. Taylor attempted to apply 
through his differential piece rate system the time studies made 
at Midvale that something more was required. It became evi- 
dent that if the work was to be done in the time set that in every 
instance the workman upon finishing one job must have the 
material ready at his machine or his work place for his next job. 
To meet this need there were developed through a period of years 
what are now known as the routing and order of work functions 
and the mechanism described in the Chapter on the Planning 
Department. 

Mr. Taylor next found that he must eliminate all causes of 
uncertainty as to time required to do each job, such as lay in the 
time it took the workmen to get together the necessary tools for 
each job and to grind cutting tools. He found that the tools as 
ground by the workmen varied greatly in their effectiveness, that 
is in the depths of cuts, the feeds and speeds at which they might be 
run. These things led to the standardization of tools used, their 
being kept in a tool-room from which the workman could depend 
upon getting without delay any tool that he might require and 
upon its being in first class condition. The invention of high 
speed steel, the Taylor-White process for its treatment, automatic 
tool grinders for lathe and planer tools and the slide rules per- 
fected by Mr. Carl G. Barth were also the outcome of these 
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Still another source of delay which had to be overcome if the 
workmen might proceed with certainty of completing their work 
in the time set lay in the leather belts driving the machines. Mr. 
Taylor found that if he were to specify feed, speed and depths 
of cut to be taken he must establish conditions which would 
insure the machine being able to pull the cut prescribed and also 
that the workmen must be free from the annoyance and delay 
incident to belts breaking and having to be repaired while a job 
was in process. The manner in which this difficulty was over- 
come has been described in Mr. Taylor’s Notes on Belting, a paper 
presented before the American Society of Mechanical Engineers 
in 1893. It was similarly found that the machines themselves 
must be maintained in first class condition, as they were when the 
time studies were made; this led to the development of a main- 
tenance system and the establishment of the function of the 
repair boss, whose duty it was not only to repair breakdowns 
if they did occur, but as a result of periodic inspections, adjust- 
ments and minor repairs to detect and correct troubles before they 
had progressed far enough to cause a breakdown or to impede 
production. 

In work of a varied nature, such as one finds in a machine shop, 
the various elements entering into the performance of all work 
may be studied one at a time independently of any particular 
job or operation. For example, the doing of any machine job 
consists of: 

a. The handling of the materials, that is putting them in and out of the 
machine, ete. 

b. The adjustments of the machine. 

c. The use of implements, accessory to the machine; that is the handling of 
tools, putting them in and setting them, taking them out, measuring, etc. 

d. The actual cutting of the metal; a mathematical problem which may be 
determined from tables or slide rules as described in Mr. Taylor’s paper On the 
Art of Cutting Metals. 

Let us suppose that we are about to make the time studies 
necessary to establish tasks in a machine shop. 

Our first step would be to take up the machines one by one 
making time studies of each of the adjustments of which the 
machine is capable. On a lathe this would include the time for 
shifting the cone belt from one speed to another. We would have 
a skilled mechanic repeatedly shift the belt from the first to the 
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second cone, from the second to the third cone, etc., going through 
the entire range of possible changes. Starting and stopping the 
machine, putting in and taking out the back gear, moving the 
carriage from one position to another, moving the cross slide in or 
out, would each be studied in turn. So we would go through 
all of the possible adjustments, the workmen repeating each 
adjustment a sufficient number of times to establish the stand- 
ard elementary time unit. 

Having equipped our tool room with standard tools we would 
take each tool in turn and make a study of all of the uses to which 
it might be put. For example, in connection with twist drills we 
would study the time necessary to select from an assortment of 
drills such as would be provided for a job, a drill of a given size, 
to put this drill in the spindle of the machine, the time to remove 
the drill from the spindle and place it back on the tool stand. 
This would be repeated a sufficient number of times in connec- 
tion with each size and kind of drill. 

In making studies of this sort many causes of delay or uncer- 
tainty as to the time required for an elementary operation would 
develop. For example, it was found in making studies of the 
handling time for twist drills that it required a greater amount of 
time for the workman to assure himself that he had a drill of the 
size called for than it did to perform all of the rest of the elemen- 
tary operation. This was due to the fact that the makers stamped 
the size on the drills in small, difficultly read figures placed upside 
down so that they must be read with the shank toward the work- 
man, necessitating his turning the drill first to read the size and 
again to bring it in position for placing in the spindle. To remedy 
this the practice was established of filing a flat spot on the shank 
of every drill, on which was stamped the size in large, easily read 
figures, with the result that irregularity in the time required to 
select the drill and verify the size was eliminated and considerable 
saving in time effected. It is in the great multiplicity of little 
savings such as this that lie the gains effected as a result of time 
study. 

The time for handling materials in machine shop work presents 
greater difficulty ‘in its determination and tabulation owing to 
the great variety of shapes, volumes and weights of castings and 
forgings, but reasonably accurate figures may be established, 
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The importance and difficulty attending tabulation of the ele- 
mentary time study data in such a manner as to make it available 
and directly applicable in establishing the time for any new job 
that may come along is perhaps greater than is generally realized. 
It is perhaps more difficult than the making of the studies. While 
in an engine lathe an infinite number of different jobs may be 
done, they all consist of different combinations of identical ele- 
mentary operations. For example, the speed must be changed 
perhaps several times. On a given machine it will take the same 
time to change from the first speed to the second speed, no matter 
what the job may be. In the case of work carried on centers in 
almost every job a carrier or dog must be put on. For the same 
size carrier (assuming it is in first class condition), the time will be 
the same no matter what the job may be. The putting in and 
taking out of cutting tools is the same for a given tool irrespective 
of what the job may be; the time taken to set a pair of calipers 
and to try the size of the work will be the same for a given diameter 
no matter what the job is. 

In order to make the time study data applicable to the entire 
range of work which may be done in the shop and to any new 
work which may be undertaken, the studies of the handling time 
relating specifically to the machines are tabulated, classified and 
indexed under the symbols and numbers of the machines to which 
they apply. The studies of the handling time relating to tools or 
implements are tabulated, classified and indexed under the sym- 
bols and sizes of the tools to which they pertain, and so on. In 
making up instruction cards the time for the various elements 
is selected from the tabulated elementary time units. 

In the same way handling time for the simpler industries must 
be taken in elementary form and so tabulated and indexed as to 
make it available for the establishment of the task time on any 
new style or size of product that may be introduced. An essay 
consists of the twenty six letters of the alphabet combined to 
form words and the words combined to form sentences. Ele- 
mentary operations (units) are comparable to the letters of the 
alphabet, small groups of elements frequently used together are 
comparable to words and the combinations making up a job to 
sentences and paragraphs. 
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In the simpler repetitive industries of which the manufacture 
of handkerchiefs is typical, where an operator performs a single 
elementary operation repeatedly, the studies are usually made 
of the cycles of elements comprised in the performance of each 
operation. 

The importance of time study in the development of an art or 
science—and an art or science may be developed in even the 
simplest kind of work—is brought out by the following typical 
illustration describing an effort to establish the task and bonus 
time for machine ironing handkerchiefs. It was easy enough to 
determine the time necessary for picking up a dampened hand- 
kerchief and passing it through the mangle, but it was found that 
in some cases a handkerchief would be properly finished with a 
single pass while in others it required two or even three passes 
before it came out properly ironed and finished. The causes for 
this irregularity lay partially in the fact that the several machines 
varied as much as thirty per cent in the speed at which they ran 
and that the pressure of the steam used for heating the mangles 
varied greatly from time to time during the day and consequently 
the temperature of the drum varied. There were also imperfec- 
tions in the material wrapped around the drum. The greatest 
cause of irregularity, however, lay in the fact that the handker- 
chiefs were not uniformly dampened, one method of dampen- 
ing being to hold them in a fine spray of water in a tub; the 
length of time they were held in the spray being a matter for the 
operator’s judgment. Another method was to soak a long strip 
of cotton cloth in water, wring it out by hand and then place the 
handkerchiefs in packs of one dozen between folds of the damp- 
ened cloth, permitting them to remain until the moisture had 
diffused itself throughout the entire pack. 

Investigation showed that the secret of success lay in first 
putting into the handkerchiefs the right amount of water, for 
which a special machine was developed; second, permitting them 
to stand in an air-tight closet long enough to diffuse the water 
evenly through each handkerchief; third, not permitting them to 
stand long enough before ironing to give off an amount of this 
water which would result in imperfect ironing. These factors 
were determined for each kind, weave and finish of cloth by 
experiments extending over several months. 
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In connection with this operation it was also found that in 
the former practice of having one girl continuously feed the hand- 
kerchiefs into the machine with a less skilled and lower paid assist- 
ant on the other side receiving and placing them in piles, the 
operators could not accomplish their tasks with any degree of 
regularity. The reason was that the feeding of the handkerchiefs 
was much more trying and more difficult than the receiving and 
piling, as the operator had to stand continuously close to the hot 
drum of the machine, while the operator on the other side might 
sit down not so close to the heat. Consequently while an operator 
might for a certain period of time easily feed handkerchiefs at the 
rate shown to be possible by the time studies, if she kept at it 
continuously her production fell off. This was remedied through 
teaching the operators who formerly did nothing but receive and 
pile the handkerchiefs the operation of feeding and having the 
operators change off, the feeder becoming the receiver and vice 
versa, at sufficiently frequent intervals. This made it easier for 
the girl who had formerly been feeder and enabled the girl who 
had formerly been the receiver to earn higher pay. Produc- 
tion was more than doubled. Many similar instances might be 
cited to illustrate the sort of development that comes when real 
elementary time study is undertaken. 

From the foregoing it will be seen that it is a relatively simple 
matter for a man skilled in the trade or industry in question, 
having before him the drawings, specifications or samples of a new 
job which has never been manufactured in the plant, first to write 
out a list of all of the elementary operations which go to make up 
each major operation in the manufacture of the product, and 
having done this, to select from his time study data the time for 
each of the elements involved in each operation; and thus to set | 
for a new job the time which it should take just as accurately as | 
might be done for any job which had been previously done in the | 
shop. 

For the making of time studies a decimal stop watch which not 
only may be snapped back and permitted to start from zero with 
a single pressure of the finger, but which also may be stopped at 
any point and started again from that point, is necessary. The 
ordinary type of stop watch or horse time is not at all suitable. A 
board designed to hold the stop watch in a convenient position 
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and also to hold the sheets of paper on which the time study man 
records his observations is necessary. 

In starting to make a time study, before the watch is used, all 
preparation should be made, the provision of materials, tools, etc., 
and the conditions generally made as perfect as possible. Usually 
it will be found simply by observation that a great many things 
are wrong with the process, the implements and the equipment in 
general as the work has been previously done, which must be 
corrected. 

The time study man must thoroughly explain to the operator 
the purpose for which the studies are being made, something of 
the theory of time study, and secure the interested cotperation 
of the worker in the undertaking. The operator’s part in making 
time studies and in the resulting improvement in methods, con- 
ditions, ete., is in many respects just as important as that of the 
time study man, and naturally the operator selected to cojperate 
in the making of time studies should be a first class operator, that 
is one who is above the average, but not an exceptionally fast 
operator. 

The next step is to make a list, in their proper sequence, of the 
elementary operations to be studied. This may be done while 
the operator is going through the sequence two or three times 
before the time is taken and entered on the sheet. From there 
on the time study should be made with the watch running, the 
time study man noting on his sheet the reading of the watch at 
the completion of each elementary operation. Any unnecessary 
delays, false moves, or difficulties encountered and the time they 
involve must be noted. The time study will show up various 
difficulties which must be overcome or conditions which must be 
improved if the operator is to perform the same elementary opera- 
tion repeatedly in the same time. For example, in studying the 
folding of handkerchiefs preparatory to their being pressed, tied 
and boxed, it was found that a considerable number of handker- 
chiefs were not square and whenever a crooked handkerchief was 
found the operator had to straighten it by pulling on diagonally 
opposite corners. It was also found that the operators had a 
habit after having folded a handkerchief of patting it from two 
to ten times with the hand for the purpose of creasing or setting 
the fold. To correct the crookedness of the handkerchiefs neces- 
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sitated going all the way back to the cutting and hemstitch- 
ing operations at the start of the process. The time lost in 
unnecessarily patting the handkerchief was overcome by getting 
the operators out of the habit and teaching them to crease the 
fold with a single movement of the hand. 

After a sufficient number of observations have been made and 
all of the difficulties noted and overcome, the standard elementary 
time unit is selected for each of the elementary operations. There 
are a number of methods used, all more or less intricate, in select- 
ing the standard elementary time unit, but the simplest and one 
which has proved to be eminently satisfactory, is to select that 
time which occurs most frequently in a series of observations. If 
there is any difficulty in this it indicates something wrong with 
the conditions or the study. In the case of operations such as 
folding handkerchiefs it will be found that many of the elements 
consume less than one hundredth of a minute. A skilled time 
study man may record a sequence of elements of about two 
hundredths of a minute each in duration, the limiting factor being 
the speed with which he can enter the time on his observation 
sheet, and while by direct reading an occasional element as small 
as one hundredth of a minute may be taken, it is impracticable 
to do so if a large proportion of the elements are so small. To 
overcome this difficulty Mr. Carl G. Barth has developed a very 
simple method. ' 

In setting tasks based upon elementary time study, not only 
must the time for each elementary unit be included, but there 
must also be an additional allowance made to cover fatigue, 
mental inertia or the unavoidable pause between the completion 
of one elementary operation and the starting of another, which 
might perhaps be defined as the time required to think what is 
next to be done and for the mind to telegraph its orders to the 
hand; and also to cover the time which should be provided for 
the operator’s own needs. 

In repetitive work the determination of the percentage of allow- 
ances is relatively simple, the usual method being after the time 
for a given operation has been determined to make an overall 
study ranging from one to three days in duration, noting the time 
taken for the completion of each cycle, all delays, false moves, etc. 


1Taylor, F. W., Shop Management pp. 172-174. Harper Edition. 
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After eliminating any unnecessary delays the difference between 
the overall time for the work done and the time as shown by the 
time study gives the percentage of time which must be added to 
the flat or minimum time. In work of a more varied nature it is 
not so simple as the time allowance varies in proportion to the 
number of different elements entering into a job and the fre- 
quency or infrequency with which they are repeated. For 
example, a simple job consisting of a small number of elements 
repeated over and over again becomes largely mechanical and 
calls for a very small percentage of extra allowance, say about 
fifteen per cent, whereas a complicated job consisting of a large 
number of different elements, the complete cycle to be performed 
only once may call for an allowance as high as one hundred per- 
cent of the flat or minimum time. In every plant formulae for 
the percentages of allowance must be established as a result of 
study. 

The time study man himself should be one who has had exten- 
sive experience in the work to be studied and it is desirable, and 
in some industries necessary, that he be able personally to perform 
any of the operations which he may study. He should be a person 
of mature age and possess infinite tact and patience, being able 
to get along well with the workers, to command their respect, and 
of a character and personality which will assure the workers of his 
fairness and his interest in their welfare. He must also be of a 
scientific turn of mind, be able to analyze the work to be done 
and possess the requisite ingenuity and energy and perseverance 
for correcting improper conditions and for effecting improvements, 
the need for which his analysis and study will bring to light. 

The time study man’s function does not cease with the estab- 
lishment of a method and the time which work should take, but 
what is of greater importance is that he follow up his work to 
make sure that the method once established is adhered to, and 
that the conditions upon which the performance of the work in 
the time set depend are maintained. He must investigate or 
have investigated by one of his assistants every case of failure 
to earn bonus, to determine whether or not such failure is the 
fault of the operator or due to conditions over which the operator 
has no control. In all cases where it is found that the failure to 
earn bonus is due to some causes beyond the control of the oper- 
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ator he must see that the time is adjusted accordingly in the 
operator’s favor. He must be equally firm, however, in seeing 
that the bonus is not paid to an operator where the failure to 
accomplish the job on time is due to something for which the 
operator is responsible, such for example as a deviation from the 
method or carelessness. 

The importance of having detailed instruction cards, which 
may be referred to by the functional foremen and the operators, 
not only to show what the time allowed for each job is based upon, 
thus inspiring confidence, but as a means to the maintenance of 


the methods and standards established, will be apparent. 


FuNcTIONAL FoREMEN IN THE SHOP 


In place of the single foreman in charge of a shop or a depart- 
ment or section thereof having to perform all of the duties in con- 
junction with its operation—such as increasing or decreasing his 
force of employes, keeping them supplied with work, correcting 
troubles, looking after the repairs and in general supervising all 
of the thousand and one things incident to the operation of the 
shop—we have under Scientific Management several foremen, 
each performing a single specific function. Certain of these func- 
tional foremen as has been shown are located in the planning de- 
partment. Among them are the route clerk who plans the method 
to be followed in performing the work, the time study and instruc- 
tion card man who plans in further detail just how each operation 
shall be done and sets the time, the order of work clerk who sees 
that each workman is kept supplied with sufficient work ahead, 
and that the jobs are taken up in proper sequence, etc. In the 
shop proper there are usually four functional foremen who come 
directly in contact with the worker. Each of these will be 
described in turn. 

The gang boss is responsible for checking up and seeing that 
all preparation for each job has been made in advance, that 
materials and tools and instructions have been delivered and are 
located conveniently for the operators to whom the jobs have 
been assigned; in this he supervises the work of the move-men 
and others who serve the worker. He is responsible for the order- 
liness and cleanliness of that section of the shop under his charge 
and for seeing that the workers lose no time between jobs. He 
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also, in many industries where the setting up or changing of a 
machine is necessary before proceeding on a new job, assists and 
instructs the operator in this part of the work. 

The instructor is responsible for seeing that the methods pre- 
scribed by the instruction cards are followed and for giving such 
help and instruction as may be required to the less skilled opera- 
tors. As a matter of fact a great number of the operators require 
little if any assistance from the instructor as a regular thing, so 
that his attention is in a large measure confined to the newer 
operators or those who have difficulty in accomplishing their 
work in the time set. The instructors also act as the agents of 
the time study man— investigating failures to accomplish work 
in the time set, reporting any difficulties encountered calling for 
correction or adjustment, checking up the standard methods and 
conditions established to guard against retrogression. 

The functional foremen previously referred to are primarily 
concerned with matters of production. It is their duty to see 
that the work is turned out in the time established and to see that 
any conditions which interfere with production are corrected. 
On the other hand it is equally important that the work produced 
shall be up to the required standard with respect to quality. It 
is obvious that people who are primarily interested in production 
will not be equally interested in quality and vice versa. There- 
fore it is the practice to have in each section of the plant a func- 
tional foreman known as the inspector, whose duty it is to see that 
the work turned out is up to the required standard of quality and 
who has no interest whatever in the speed with which it is done. 
The inspectors are in effect instructors in quality. 

Good inspection prevents spoilage or bad work instead of 
detecting it. The customary method of inspection is, for the 
planning department, when a job is started to send a notice to 
the inspector advising him to that effect. The inspector goes 
at once to the work place, gives the operator such instruction or 
explanation as may be necessary and sees that the first piece or 
the first few pieces produced are correct. He returns from time 
to time during the process of the operation inspecting the work 
which has been completed since his last visit, so that by the time 
the job is finished he has inspected all of the work turned out. 
He then reports to the planning department the results of his 
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inspection, reporting any damaged or defective work and the 
nature of damage or defect. It must be borne in mind that the 
bonus, or the high rate in the case of differential piece work, is 
paid not only on condition that the work be accomplished in the 
time set, but that it shall also be in accordance with the requirements 
as to quality. The inspector is usually responsible directly to 
a head inspector who in turn is responsible to the Designing 
Department and has full authority to reject any work not up to 
the standards. 

The repair boss under the scheme of functional foremanship is 
responsible for the condition of the machinery and appliances 
throughout the shop, for their being kept up to the standards 
which existed or were established at the time the elementary time 
studies were made and for guarding against breakdowns due to 
neglect. He also instructs the workmen in the proper care of 
their machines and sees that they are not damaged through care- 
lessness or abuse. In a small shop the repair boss with occasional 
assistance may personally perform all of the duties in conjunc- 
tion with this function, while in a large plant he may have a con- 
siderable organization including a repair shop of his own and may 
carry out his duties through rather an elaborate system such as 
the writer described in a paper presented a few years ago before 
the Taylor Society. In a large plant the repair boss might be 
dignified by the title of Superintendent of Maintenance. The 
feature of this work to be emphasized is that breakdowns and 
the necessities for emergency repairs should be prevented through 
adequate periodic inspection and adjustment of machines and 
appliances. 

Happily the old idea that good management consisted in keep- 
ing down what was often erroneously termed “non-productive” 
expense is on the wane, as is its twin fallacy the belief that the 
payment of low wages was essential to low manufacturing cost, 
and with them are passing the objections of the manager of the 
old school to the newer and more effective way of doing things. 

The absurdity of constructing a subway, an office building or 
building a machine for any purpose without complete engineering 
plans and specifications is today apparent even to the non-tech- 
nical public. Yet it is within the memory of living men that a 
draughting room, an engineering department or a designing 
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department was regarded as “non-productive”’ and even undesir- 
able, while today it is a recognized necessity; the planning depart- 
ment is steadily and rapidly coming to be generally regarded in the 
same light. With the planning and control of work as has been 
described taken care of in the planning department, the foremen— 
each specializing on a given function—are enabled to devote their 
entire time to supervision of work in process, instructing and help- 
ing the workmen and straightening out with a minimum of delay 
and friction those things which will go wrong in spite of the best 
of planning. The workman benefits as a result of the better 
service he receives and is saved much time and annoyance in 
procuring the information he must have before proceeding with 
each new job, figuring out the method and getting together the 
tools and materials required. 

Assuming that all workmen were of equal ability in these mat- 
ters (which unfortunately is not the case) and that each workman 
were fully as competent as those selected men who under Scien- 
tific Management specialize upon the planning, still there would 
be a great advantage in doing it in the planning department 
where it is done in advance (instead of, as is inevitable in the 
shop, hastily at the start of the job or during its progress), in an 
environment better suited than that of the shop itself, and with 
all necessary and helpful data readily available. Furthermore 
while the planning is being done the workman and the machine are 
engaged in actually turning out product. 

Under true Scientific Management through the planning 
department and the functional foremen in the shop every effort 
is made to place at the disposal of all workmen the best knowledge 
relating to the processes, to supplant loose opinion with demon- 
strated fact, to develop to the fullest degree the skill and 
intelligence of every workman, and to create conditions that will 
enable him easily to turn out much more work for the same 
expenditure of time and effort than would be possible under the 
old way of doing things. Thus he can make higher wages with- 
out increasing the cost, and through the elimination of annoy- 
ances and obstacles, be happier and healthier while doing it. 

Secretary Wilson expressed himself recently as follows in 
addressing a meeting of Governors and Mayors: 


Employers and employees have a mutual interest—not an identical interest, 
mark you, but a mutual interest, in securing the largest amount of production 
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from a given amount of labor, having due regard to the health, safety, opportu- 
nities for rest, recreation and development of the workers; for if there is nothing 
produced, there will be nothing to divide; if there is a large amount produced, 
there will be a large amount to divide; and the interest of the employer and em- 
ployee only diverge when it comes to a division of that which has been mutually 
produced, and if they are wise in their generation, when that divergence takes 
place, they will sit down around a council table and endeavor to work out the 
problem on as fully a just basis as the circumstances surrounding the industry 
will permit. 

Sentiments such as this show a recognition of the needs of 
society and also indicate the need of a plan—definite, consistent 
and workable. Taylor years ago foresaw the needs, expressed the 
same truth, and devoted his life to the development of the plan 
to meet the needs which the writer has described. 
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Influence of Executives 


By H. L. Gantt 
Consulting Engineer, New York City 


ba attempting to rate the influence of executives on produc- 

tion we must recognize the fact that under our present 
methods executives as a rule seem to favor that system of 
production which to the greatest possible extent relieves them of 
responsibility. 

Throughout our whole system of production there is a tendency 
to blame the man lower down, rather than the man higher up, 
with the result that the man in the shop may be reprimanded, or 
even discharged, for an error in judgment which caused the loss 
of a few dollars, while the man at the top, making a similar error 
in judgment costing thousands of dollars, too frequently gets by 
without anybody’s knowing that the loss was due to his failure. 

The existence of such a condition is not only detrimental to the 
business system as a whole, but produces great hardships upon 
the workmen as individuals. It is not claimed that executives 
in general desire to shirk their responsibility and place the blame 
on others, but our business methods are still dominated by the 
spirit of the past, which was, “the king can do no wrong,” that 
is to say, if a man has the power to do a thing, it is right for him 
to do it, or, as he would put it, “he has a right to do it.” The 
flaw in this reasoning is in the meaning of the word right. All 
will agree that no man has a right to do wrong; but we must 
understand more clearly what we mean by right and wrong. A 
bridge is right when it will carry the load for which it was designed, 
wrong when it will not. Jn an economic or a moral sense an action 
is right when it will advance the cause of humanity, and wrong when 
it will not; hence, it is stretching the meaning of the word to apply 
it to a question of fashions. 

The Germans thought that which they expected would advance 
their cause was right, no matter what effect it had on other peoples. 
We fought to resist the application of this idea, and may 
alwaysexpect conflict when an attempt is made to assert a “right” 
to the detriment of others. It is not hinted that the business 
man intentionally does wrong by making a decision that will in 
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the long run be detrimental; he simply uses the best information 
he has, which frequently is not enough. Nor have we as a rule 
such information as to the results of his action as to be able to 
make clear what they really were. We have comparatively 
accurate methods of measuring the performance of workmen, but 
until recently we have had almost no methods of measuring the 
effectiveness of executives except the profits made by the business. 

If the business does not make profits, we naturally blame those 
causes we can see, and ignore those we can’t see; this is the 
reason the shop gets the blame, and the office often goes free. If 
the business makes money the executives always get credit; but 
inasmuch as the elements entering into profits are numerous and 
intricate, they are not by any means a safe estimate for the effec- 
tiveness of the executives as producers. In fact, many times 
increased profits are made by cutting down production, even 
though the community may be sadly in need of the product. 
This, according to the present business system, is “good judgment” 
although it may be detrimental to the public. Our conclusion is 
that the influence of executives on production can be determined 
only by a careful record of how the facilities at their command 
are being used. 

An analysis of many manufacturing plants indicates that in 
but few cases are the machines and equipment in active use more 
than one-half the working time. Recognizing that it is one func- 
tion of the executive to keep the plant in operation, we can find 
out how he is performing that function by asking in detail why 
his machines are idle. We find that the reasons may be summed 
up under a few heads, such as, lack of orders, lack of material to 
apply on orders already received, lack of help to work on the avail- 
able material, the fact that the machinery may not be in proper 
condition to operate, etc. 

These are functions over which the workman, as such, has no 
influence whatever, and are exclusively within the realm of execu- 
tives. If the plant is short of work an executive must take up 
the question with the salesmen and the shop superintendent. He 
will determine: 

1. What kind of work is needed to use the machines that are 
idle. 

2. Whether there is such work to be had. 

8, Whether he can afford to do it at the prevailing prices, 
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It is always possible to determine what kind of work is needed to 
keep the machines busy, and to find out if there is such work to be 
had in the market; but without a very full knowledge of costs it 
may not be possible to know whether that work can be done by 
the factory at the prevailing prices. 

The cost systems most commonly used, namely, those in which 
all the expense of the plant, whether it was used for production or 
not, is made a part of the cost of the articles produced, do not 
give us any satisfactory solution of this problem. We should not 
be surprised at this for a cost system which puts upon the product 
of one machine the expense of maintaining in idleness another 
machine which did not in any way influence the product, is funda- 
mentally false. It is based on the theory that invested money 
must return profit, or interest, whether it is used productively or 
not. This theory has held sway for so long that it is generally 
accepted in the business world as an axiom. It is so far from 
being an axiom, however, that I am very thoroughly convinced 
that it has had a more detrimental effect upon business and the 
community as a whole than any other single item. In fact, I 
sometimes feel that it has been more detrimental to our business 
and industrial system than all the other items combined. 

In our first attempt to find out whether we can afford to take 
an order or not, we must find out what expense we should be under 
for maintaining our equipment in idleness, if we did not take the 
order; for it is perfectly well understood by all thinkers on the 
subject that idle machinery is idle capital on which we lose not 
only the interest, but the depreciation, taxes, and insurance on 
the machinery as well. If failing to take an order would cause 
idleness of machinery and equipment, we should incur an expense 
if we did not take it; moreover, we should lose a part of our organ- 
ization through the above mentioned idleness. If we took the 
order at a loss equivalent to that caused by the above mentioned 
idleness, we should still be ahead, for we should not lose our organ- 
ization. It is clear, then, that if we took the order and main- 
tained our organization, we should be in better condition than 
our competitor who did not take a similar order and not only 
incurred the expense due to idleness, but lost a certain portion 
of his organization. 


To those who have not figured the expense of maintaining 
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machinery in idleness, the amount of such expense in the ordinary 
manufacturing plant comes with a great shock. 

Figure I shows what this amounts to for various causes in a 
comparatively small plant. It also shows in a most marked way 
how lack of judgment on the part of an executive may create a 
very serious loss which would not be recognized unless the analysis 
shown on this chart is carefully studied. 

It will be noted that on the winding machines there was an 
expense of $103.74 due to idleness because of lack of help. With- 
out a careful investigation it might escape one’s notice that this 
lack of help had a very marked effect on the whole expense of the 
mill. There was an expense of idle warping machines of $390.75, 
due to lack of wound yarn, much of which would have been 
avoided if the winding machines had run more continuously. The 
looms had an idle expense of $840.25, due to lack of warps, also 
directly traceable to the fact that the yarn was not wound. The 
Finishing Department had an expense of $210.72 because goods 
were not woven. Also, the Shipping and Inspecting Departments 
had high expense, due to the fact that the goods were not woven 
because there was not sufficient yarn; the yarn was not wound 
because there was not sufficient help. 

Such an analysis naturally places the responsibility where it 
belongs—probably on the labor policy, which is dominated by the 
chief executive. 

It is just such studies as this, made in numerous plants, that 
have convinced us that a study of idleness is much more effective 
in increasing the output of the plant than the study of efficiency, 
as it has been studied. In general, the efficiency engineer studies 
a few men who are doing good work and attempts to bring the 
whole group up to that standard. In this he necessarily, to a 
large extent, meets resistance on the part of the workmen, who 
are not slow to realize that much of the lack of production in the 
factory is due to failure on the part of the executives to do their 
work properly, rather than on the part of the workmen themselves. 
Under such conditions we find that although we make an increase 
in efficiency on the part of the workmen, that increase is not 
always effective in producing a greater output unless those in 
executive positions are making the more important decisions 
intelligently, for an error in the decision of an executive may coun- 
teract the beneficial effect of efficient work. 
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We have recently devoted attention at first to those functions 
which are entirely within the control of the executives, and through 
properly cotérdinating them have succeeded in getting the benefit 
of increased efficiency of whatever kind. Moreover, we get the 
cojperation of the workmen at once in making studies, for he 
much prefers to see his work effective than to have it wasted. 

It is manifestly to the interest both of the management and the 
workmen that the machines should run as large a portion of the 
time as possible, for such a proceeding delivers more product from 
the works, and makes more jobs for the workmen, which gives 
them that community of interest which we have heard so much 
talk about, but which under the prevailing system of cost keeping 
is absolutely lacking, for it withholds reward from idle labor, which 
is just, but grants it to idle capital by ignoring the fact that capital 
may be idle. 

It is on this account that I say that a recognition of the expense 
of idleness and the allocation of this expense to those who are re- 


sponsible for it, is the most important economic fact that has been 


brought to the attention of the business world for many years. If 
we will adopt the principle that capital, like labor, is entitled to 
reward only when it produces some desirable result, we shall have 
taken a long step forward to still the industrial unrest which is 
rapidly rising about us. 

The adoption of such a cost keeping system is not the function 
of workmen; it is not a matter on which the workmen can 
have any effect—it is purely in the hands of those who, through 
ownership, have control of industries. If they continue to insist 
that idle capital shall have reward and idle labor shall not have 
reward, it is entirely possible that the tables may some day be 
turned by the workmen, who will say not only that capital which 
produces nothing must have no reward, but that all workmen shall 
be paid whether they do anything or not. Such action would 
produce in this country a condition of which the condition in 
Russia is only a mild imitation. The responsibility of forestalling 
the possibility of such a condition lies in the hands of our business 
men, who are only just beginning to learn that business must 
serve the community as a whole and not one class only. 

A partial recognition of this fact by Germany during the past 
twenty-five years was in a measure at least responsible for the 
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great industrial prosperity which that country attained before the 
war. An autocratic military power, for its own purposes, forced 
the business system to be “somewhat social and civil” and thereby 
produced an industrial system which was rapidly making itself 
felt all over the world. 

If this great result was attained because the business system 
was somewhat social and civil—in reality only a very little bit— 
what would the result be if the business system should recognize 
in a wholehearted manner its social responsibility, and devote 
itself primarily to rendering service as its first duty? Suppose, 
for instance, we should recognize coéperation in the production 
and distribution of socially necessary commodities as our motto, 
there is no knowing what the reduction in cost to the community 
would be, and how many men would be freed for other work. We 
were obliged to do this in a measure during the war to get strength 
to fight with, but it was done crudely and as a temporary expe- 
dient. How much better the results would be for the whole com- 
munity if it were done as a permanent policy, and by the best 
men available! 

The adoption of such a policy is in the hands of the executives, 
and if our executives are of large enough caliber they will see that 
this is the strongest force they can use to oppose socialism, com- 
munism, or bolshevism. 
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Financing as the Manager Sees It 


By Howarp Coon_ey, 
President, Walworth Manufacting Company, Boston, Mass. 


T is not unfair, I believe, to say of the average manager of a 
business, that he gives in the early stages of his undertaking 
less thought to his finances than to any of the major problems 
which he has to solve. Yet the financial policy is second in impor- 
tance only to his handling of the industrial relationship questions. 
The latter stand out in bold relief before him, and he will find in 
the end that the same principles govern his financing as regulate 
his methods of production and problems of personnel. 

The last few years fortunately have shown industrial managers 
that a veil of secrecy drawn over their operations is not an asset 
but a liability. The man who is ever ready to show to his fellow 
industrialist—whether or not he be a competitor—his product, 
his equipment and his balance sheet, is the one who receives the 
greatest respect and the largest return benefits. In financing, 
as in every other branch of management, the principles of the 
open book and the square deal point the only sound road to suc- 
cess. They are the great indicators and if the executive follows 
them with a clear brain, red-blooded courage and such conserva- 
tism as “horse sense” dictatts, he will not be apt to go astray. 

There are innumerable ways of working out these broad basic 
principles. It seems to be a truism that in starting a new business, 
as in building a new house, it is against all rules to provide enough 
money in advance. As a matter of fact, nine times out of ten no 
financial policy is laid down until the executive has encountered 
serious difficulties and is therefore forced to develop a plan. His 
problem then is identical with that faced by the manager who 
comes into an old and once prosperous business which has slipped 
into the doldrums. Each must now laboriously pick his way 
through the tangled and slippery path, which if approached earlier 
would have been simple. He is wise indeed who adopts a policy 
before he finds himself forced to work one out. 
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The only foundation upon which a sound policy can be built 
is that of “financial morality.” By this I mean much more than 
clean hands in the handling of finances. It calls for absolute 
scrupulousness in every statement made. It is even more neces- 
sary to be entirely accurate when things are going wrong than 
when they are going right. Frankness always inspires confidence, 
and the confidence of every individual or group of individuals 
interested in your business is essential. Without such confidence 
there can be no hope of full development and complete success. 

Naturally the first group to be kept in intimate touch with your 
situation is your directors, the next your stockholders, the third 
your bankers, the fourth your employes and the last, but by no 
means least, the public. Few business men realize what material 
help can be gained through being advised in all important steps 
by their bankers. Here is a group of specialists, highly trained in 
their profession, with every reason to assist where it is possible, 
and who are always in a position to bring in an outside, yet inter- 
ested view point; and yet how seldom is this talent utilized. To 
go to the banker only when you have something good to tell him 
is the height of folly. Then you do not need his services. But 
when your mind is disturbed and you have situations to meet 
where you need a cool head, then you can find close at hand an 
able adviser who is always looking out for your best interests, 
because they run parallel to his own. 

Even should your banker not be able to give you valuable 
advice, it would still be wise to follow this policy for the sole pur- 
pose of gaining his confidence. When he learns the difficulties you 
encounter and has evidence of your ability to solve them, his con- 
fidence will be won, and confidence is the strongest possible foun- 
dation for credit. For some unknown reason many executives 
look upon a banker with distinct awe which sometimes amounts 
almost to fear. They enter the portals of his office with a feeling 
of embarrassment and in consequence state their case timidly and 
therefore unconvincingly. Such an attitude is, of course, ill 
founded and unfortunate. The experienced banker knows the 
fluctuations of an ordinary business and is naturally ready and 
anxious to discuss yours with you. Remember that it is through 
the loans he makes to you, as well as the deposits he receives from 
you, that his own business is built up. 
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There was once a struggling young firm of brothers in the Middle 
West. They had made a start on inherited money and progressed 
well up to a point where, to meet a most promising trade opening, 
they faced the necessity of making extensive improvements and 
additions to their plant. The firm was sound. It had a small but 
efficient plant and was manufacturing a ready-selling product in a 
market that brought good, steady returns. But the brothers had 
sunk nearly all their money into the plant and had far too little 
left for working capital. 

Because their business was in the town where they had been 
reared and they were looked upon as the town’s “élite,” the young 
men felt a sense of embarrassment about money matters and made 
the mistake of surrounding their financial affairs with secrecy. 
They felt that to make known matters involving their company’s 
capital might operate against their prestige, particularly because 
of their intimacy with the townspeople and their consequent fear 
of gossip and criticism. 

Their banker knew little about the brothers’ business beyond 
the fact that in a period of general prosperity, their balance had 
been almost depleted by large withdrawals. He did not know 
that the young firm had invested heavily in improvements with 
the prospect of large returns. The boys had good business judg- 
ment and their investment at this time was wise. But they had 
miscalculated costs and suddenly found themselves without funds 
to buy necessary supplies and to meet their immediate payrolls. 
Fortunately for them their banker was wiser than they knew. 
Rumors had reached him of a financial crisis at the plant and he 
did not wait for the crash. He went to the brothers and after 
some prodding, drew from them the true story of their plight. 
The young manufacturers found that they could get all the money 
they needed from their bank, because their policies and prospects 
were sound. Their foolish policy of secrecy had brought them to 
the verge of nervous breakdown, and might under other circum- 
stances have caused their failure. After that, these two brothers 
went to the wise banker with every financial problem and laid 
their cards face up on the table. Today success is theirs. They 
got from the banker not only needed funds but the sound advice 


of seasoned judgment. 
This story also leads us to another fundamental of financing. 
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I refer to the borrowing of money. A business which is under- 
going a healthy growth should through temporary periods employ 
outside funds. If it does not it is not availing itself to the full 
of its own capital. It is, therefore, essential to establish and main- 
tain credit with the bankers. Use must be made of credit in order 
to maintain it. Every bank likes to do business with the com- 
pany that borrows funds, but by the same token it expects such 
borrowings to be cleaned up at least once a year. I know of a 
case where a certain company borrowed funds year after year 
even though they did not need them, simply to establish credit. 
Some years later when they found it possible to use temporarily 
much more money than they had in the bank, it was easy for them 
to borrow what they needed. Had they, however, gone through 
a long period of years without borrowing, their bankers would 
have questioned their reasons for going into the market and might 
even have been suspicious of their financial soundness. 

The wise manager will establish a line of credit with his bankers 
at least double that which he expects to use. I say bankers, 
because in most cases it is wise to have more than one banking 
connection. He will then see to it that his balances fully warrant 
the line of credit which he asks and will also provide that at least 
once a year his loans are entirely cleaned up. At the same time 
he will keep his banker in touch with the amount of his borrowings 
and will let him know why he needs the money and how he intends 
to take care of the payment. He should also periodically use his 
entire line in each bank. This insures the privilege of the full 
line at any time it may be required, and also provides a valuable 
instrument for increasing the line later on if that is necessary. 

A broad gauged banker studies the balance sheet with two 
points in mind, first the firm’s present condition as shown by the 
comparison of his quick assets and quick liabilities, and second 
the progress indicated by the study of previous*showings. It is 
not always the firm that is out of debt which is sought as the best 
credit risk. It is the one that has able and thoroughly honest 
management, a good product and a record of rapid but sound 
growth, which is sought. It is, therefore, essential in laying out 
a financial policy to keep these points in view. 

Another cardinal principle of sound financing is to have at 
least one period in each year in which the business is liquidated, 
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Other things being equal, it is advisable to carry out this liquida- 
tion at the end of the calendar year, assuming that this is also the 
end of the fiscal year, because by this process it is possible to make 
a better statement to all those interested in the company. In 
many businesses, however, a liquidation at that time is impossible 
because of the seasonability of the product. In such industries 
as the agricultural implement, the period of high production and 
shipment extends through the winter and well into the spring, and 
it would be unwise in such a case for them to cut down their inven- 
tory at the period of maximum production. To a large extent, 
therefore, producers of agricultural implements have made the 
end of their fiscal year somewhere about the end of May and 
have used this also as their period of liquidation. The value of 
such a “clean-up period” is not only that of a good financial 
statement; it also provides the best possible opportunity of a gen- 
eral checking up throughout all the activities of an organization. 

An intensive effort of this kind throws a spotlight on every 
branch of the organization. Delays and weaknesses in produc- 
tion, shipment, collection, etc., are brought to the front and an 
opportunity is given to correct soft spots in the organization. 
An executive who does not follow this method loses the best 
weapon he has for increasing his efficiency. 

Many people consider that a long period of high dividends is 
the best indication that can be made of a corporation’s prosperity. 
This is far from being the case. In an effort to bring about good 
returns for the stockholders, a great majority of executives bleed 
their businesses to such an extent that they are not left with suffi- 
cient capital to invest in improved machinery and modern tools. 
Then when they come into a season of low demand with the inevi- 
table struggle on each corporation’s part to maintain its share of 
business, they find it impossible to meet the prices of a thoroughly 
modern producer without incurring a loss and are in consequence 
often thrown into a position of great financial embarrassment. 

One of the first lessons I was taught was that a business which 
paid out to its stockholders annually more than one-half of its 
profits was sure to run down hill. With a constant call for the 
expansion in every line of production requiring new patterns, new 
machines and additional stock, together with the necessity of 
increasing the investment in quick assets as the business grows, a 
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policy of constant addition to the company’s surplus is the only 
safe one to pursue. Over a period of years the business which 
does not show a profit of 15 per cent on its capital invested, is not 
a healthy one, because such a profit will not warrant a dividend 
greater than 7 per cent. And the holder of common stock who is 
not receiving a dividend of 7 per cent or a steady increase in the 
asset value of his stock, will be much better off by taking his 
money out of this business and placing it in bonds or securities 
which pay a slightly lower return, but which would be much safer 
under liquidation. 

I have spoken in the earlier part of this article about the neces- 
sity of entire frankness not only to our directors, stockholders 
and bankers, but also to our workmen and the public at large. 
The last few years have taught us many lessons, but none so 
important as the necessity of a close relationship between employes 
and management. The war has brought about a new era in 
industrial relationships, one which when followed out to the end 
will lead to some form of industrial partnership that will give the 
workmen an opportunity to share in the profits, and through such 
sharing his interest will be aroused in the greater efficiency of 
production and will automatically bring to capital a greater return 
than it has had heretofore. 

Almost all wide awake executives have created within their 
plants joint committees of employes and management who are 
gradually taking over the decisions in matters which concern the 
workers. Through such a medium a great amount of information 
can be spread to all the employes regarding the actual facts 
about the business. I am one of many who believe that publicity 
is the best remedy for any dissatisfaction. In conferring with 
one of our plant committees a short time ago I was much interested 
to learn that the workers had an idea that the item of surplus on 
our balance sheet indicated money in the bank which, at some 
time when the world at large was not looking, could be distributed 
among the stockholders. I took occasion to give a very full 
explanation of the surplus account, how it grew, why it was 
necessary and why it was absolutely impossible to distribute it. 
The effect on the men was very wholesome. It gave them a 
new view point as to the profits of the company and answered 
many of the questions over which they had been brooding. It is 
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misconceptions of this kind that breed a cancerous growth in our 
industrial communities and lead to misunderstandings and 
troubles that should never exist. In the same way, that tremen- 
dous force, Public Opinion, can be moulded through the principles 
of frankness and fair dealing and the good will in industry built 
up which is almost impregnable. 
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Corporation Finance and the Wage Worker 


By Frank Jutian WARNE 
Economist, Washington, D. C. 


bie primary object of any industry is production—production 

of commodities or of services. In these commodities or 
services three groups in society have an economic interest. These 
three groups are the capitalist whose money is invested, the 
worker who supplies the labor, and the consumer who pays the 
price for the commodity or service. As viewed from the welfare 
of these three classes, which combined comprise all members of 
society, the fundamentals of the finances of production should be a 
fair return to the owners of the capital, a fair wage to the possessors 
of labor, and a fair price to the consumers of the commodity 
or service. These finances should be so organized that the 
attainment of any two of these fundamentals or objects would 
automatically produce the third. That is, a fair interest or 
dividend and a fair wage should of themselves in combination 
result in a fair price; a fair interest or dividend and a fair price 
should of themselves in combination result in a fair wage; and a 
fair price and a fair wage should of themselves in combination re- 
sult in a fair return to capital in interest or dividends. 

If this is true then it is equally a fact that the prime essential of 
the finances of any corporation engaged in production is to show 
the actual true capital investment of money and services. If the 
finances do not show this-—if the true capital investment is arbi- 
trarily increased by paper capitalization and hidden or concealed 
by corporate organization and similar methods—then it is impos- 
sible to ascertain what is a fair return to any single one of the three 
elements to successful production. If, for example, only one 
million dollars of money and services are invested in a corporation, 
with its finances showing a capitalization of, say, ten million dol- 
lars, and an endeavor is made to pay a return on the ten million, 
there cannot possibly be a fair return on capital, a fair wage, and a 
fair price—every one of the three is most likely to be unfair. So 
at the very outset it is impossible, for any industry so capitalized 
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to supply the essential elements of fairness to the three classes 
interested in its production.' 

The first questions that naturally will be asked are: What is a 
fair return on capital invested? What is a fair wage? What 
is a fair price? 

The depositor in a savings bank receives three per cent interest. 
His savings have thrown about them the greatest possible security 
as to principal. He is satisfied with this low rate not primarily 
because the interest is a fair return—it may or may not be—but 
for the reason that he is concerned more in saving than he is in 
earning something from his savings. This investor is usually 
“inexperienced,” or for various reasons as, for example, an 
executor of trust funds, has the security of principal as the prime 
object. Return on capital ranges in actual practice from this 
three per cent to almost any figure, depending largely upon the 
degree of risk to principal, or uncertainty in regular interest re- 
turn, or simple speculation. This is merely to indicate that no 
arbitrary figure can be determined upon as a fair per cent return 
to all capital generally. Such a return can be ascertained, how- 
ever, in almost any particular industry or business, and in most 
industries a particular rate has become established by which the 
return to capital in other industries is fairly measureable. 

The same general statements are true with regard to what is a 
fair wage. Not all workers receive nor should they receive the 
same wage, even in the same locality or-in the same trade or oc- 
cupation. Thus in actual practice the return to workers in wages 
for labor performed varies relatively as greatly as does the return 
to capital. But in any particular occupation or locality most of 
the factors entering into the composition of wages, such as cost of 
food, clothing and shelter, are not so difficult of measurement 
as to prevent the determination of what is a fair wage to the worker 
from the family as well as the social viewpoint. 

If it is agreed that invested capital should have a fair return and 
that in every industry the wage should be fair, then the price of a 
commodity or service would naturally adjust itself to these re- 
quirements—that is, the price would be such as to permit a fair 


1 The writer is familiar with the stock phrases that endeavor to justify over- 
capitalization, but all such arguments stress profits to the individual and not 


service to society. 
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return to the capitalist and to the worker. These latter having 
been ascertained the price automatically adjusts itself. In cases 
of industries where for economic reasons the price cannot bring a 
fair return to capital and labor, then if the needs of society demand 
this commodity or service the government should subsidize the 
industry through taxation sufficiently to produce these desirable 
results. 

The determination of the return to capital or to labor cannot be 
left to each respective interested class. If it is, then one or the 
other or both remaining classes is or are disadvantageously af- 
fected. If the capitalist alone determines the return on his money 
he is likely to make it too high; if the worker alone determines the 
wage rate it also will likely be too high; if the consumer alone 
determines the price it is likely to be too low to permit of a fair 
wage and a fair return to capital. Nor can the determination of 
what is a fair return to capital, a fair. wage, or a fair price be left 
to any two of the three parties interested in production because of 
the danger of a possible combination of class self-interest. Such 
determination can be arrived at only through the participation of 
all three parties interested.* 

An industry having no accurate measurement of the amount of 
capital invested has no foundation upon which to base the de- 
termination of a fair return to capital, a fair wage, or a fair price. 
Such determinations for such an industry are impossibilities. 
And this is the situation that today confronts virtually every large 
industry in the United States. It reflects a condition which is the 
cause of complete lack of faith or confidence on the part of the 
great mass of organized wage-earners in the so-called financial re- 
ports of all our large corporations. This in turn has resulted in 
these wage-earners refusing to accept the reports that are made as 
in any honest degree reflecting the actual facts and in declining to 
accept these reports in wage discussions with employers and in 
arbitration proceedings as a basis for determining “‘the ability to 
pay” the higher wages or improved conditions of employment that 
may be demanded of the industry. In consequence, it is next to 


? For the purpose of this paper the cost of management in salaries to executives, 
superintendents, and so on, which it might be desirable for other reasons to 
consider as a fourth factor in the cost of production separate and distinct from 
return to capital and labor, can be included in either group. 
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impossible for arbitration boards to render intelligent and just 
decisions in such cases. Perhaps this is one reason why arbitra- 
tion through the intervention of the national government no 
longer has the confidence of railway employes. 

This is reflected in the experience that has grown out of the 
numerous concerted wage movements during the past ten years 
and more of the four railway brotherhoods whose members are 
engaged in the operation of trains. The first of these movements, 
involving a large group of railroads in a particular geographical 
section, was in 1910. Down to 1913 one, if not the principal, 
defense of these transportation companies in opposition to the 
demands of their employes for higher wages and shorter hours of 
work, was “inability to pay.”’ So persistent was this claim put 
forth by the railroads without specific proof of the assertion—other 
than the formal statistical presentation of their “property invest- 
ment” and “capital obligations” accounts as taken from the 
reports of the companies to the Interstate Commerce Commis- 
sion—and so insidious was its effect upon members of the board, 
that two of the railway brotherhoods determined upon an ascer- 
tainment of the facts, if it were possible to ascertain these facts. 

For eight months a most exhaustive investigation was made by 
a staff of experts. The so-called “property investment” account 
of all the important railway systems of the United States was 
analyzed. Their intercorporate relations through stock ownership 
were also established and the effects of these relations upon the 
finances of the companies shown. Their so-called “capital obliga- ~ 
tions” account was gone into thoroughly; also the interrelation 
of all these companies with each other and with other industrial 
and financial corporations by means of interlocking directorates. 
No ascertainable fact that would throw light on the compli- 
cated situation was ignored. And when in 1913 the concerted 
wage movement of the Order of Railway Conductors and Brother- 
hood of Railroad Trainmen against the leading railways of the 
Eastern Territory came before the board of arbitration appointed 
by President Taft to settle the controversy, all this mass of data 
was presented before this board in statistical tables, charts, text 
explanations, and in the testimony of an expert witness. Then 
and there the Eastern railroads stated for the first time that they 
did not claim “inability to pay.” 
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The sum and substance of this investigation by the railway 
brotherhoods is to condemn forever, before any fair-minded body 
of men, as utterly worthless the so-called “property investment” 
account as it appears today on the books of these transportation 
corporations. The same statement is true as to the alleged “capi- 
tal obligations” account. of these corporations—it is worse than 
useless as a fair measure of ascertaining the securities that have a 
just claim upon the earnings of the companies; it is actually mis- 
leading. These statements are verified by findings and rulings 
of the Interstate Commerce Commission. This, then, is the situa- 
tion today with regard to the “official” statements of the rail- 
roads of the country as to the basis of their elaborate financial 
structure. This basis is unsound, unjust and misleading, not to 
use harsher terms. Consequently the railway employes have 
not the slightest confidence in the financial statements of railway 
corporations—the employes in their wage demands absolutely 
refuse to take into consideration any claims of the officials as to the 
corporations’ finances. 

If this condition exists with regard to the finances of our rail- 
roads, whose accounts are now kept according to rules of the 
Interstate Commerce Commission, are regularly inspected, and 
are far more subject to governmental authority than the accounts 
of other corporations, what is fairly to be expected as to other 
corporations virtually free in the adoption and employment of 
financial and corporate practices? The point is that there has 
been such misuse of the legitimate principles of corporation 
finance that in only exceptional cases of our large industrial enter- 
prises is it possible to ascertain the facts essential to a just deter- 
mination of a fair return to capital, a fair wage to labor, and a fair 
price to the consumer. 

We see the injurious results of these general conditions in the 
present dangerous situation as regards our railroads. For years 
there has been a din and clamor in certain influential sections of 
the public for a so-called valuation of our railroads. Congress 
finally gave to the Interstate Commerce Commission authority to 
make this valuation. One of the instructions to the Commission 
in ascertaining this value was to report the original investment. 
The Commission’s experts claim this to be an impossibility be- 
cause even the railway corporations themselves assert that they 
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do not possess the facts as to the original investment. The 
constitutions of twenty-seven of our states and the common law in 
virtually all of them limit the issuance of securities to the amount 
actually invested in the property plus services and labor per- 
formed and declare null and void all securities issued over and 
above these items. Notwithstanding, the so-called investment 
market has been literally flooded with securities issued by these 
railroad corporations, which securities today stand as a “legal” 
claim not alone upon the earnings of these properties but also 
upon the properties themselves. Many of these securities are 
virtually piratical demands every six months forced from the 
passenger or shipper by means of the price of railway transporta- 
tion that he is compelled to pay over and above the price or rate 
necessary to meet the legitimate cost of the service. This paper 
capitalization is an unjust burden upon the consumers of rail- 
road transportation. As long as it continues, a fair price is an 
impossibility and an excessive return to alleged investment is 
the product. 

The grim truth of the whole matter is that the corporate instru- 
mentalities of production are not organized financially on a 
basis that will today permit the determination of what is a fair 
return to capital, a fair wage to labor, and a fair price to the 
consumer. The basis upon which they are organized is quite 
frequently a high return to capital, generally a low wage, and in 
many cases a high price. 

Upon what principles can our industries be restored to a basis 
that will permit the determination of a fair return to the capital 
invested, a fair wage to the worker, and a fair price to the con- 
sumer? This is preeminently the problem for this generation to 
work out. He who claims to be able to supply a solution off-hand 
is too much of a braggart to be trusted. The forcible taking over 
of these industries by the government and their “nationalization” 
or “socialization”’ is being insisted upon by some. This action is 
based upon the right of revolution. That such a right exists in 
every society the writer will not deny, as it has been justified too 
many times in the past. The effective denial of this right would 
deprive the social organism of its last weapon or instrument of 
regeneration. Revolution, then, being the means only after all 
others have failed we should turn to the application of our best 
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thought to a plan for working out a peaceable adjustment. This, 
however, is not the place for such an attempt. 

The writer at one time planned to work out as applicable to 
the railroads a scheme by which wages would be capitalized, from 
the point of view of return from profits, on an equal basis with the 
capital actually invested. This plan assumed a minimum wage 
for every employe based upon a comfortable standard of living. 
Wages above this minimum in the same and in different occupa- 
tions in the industry were to be determined by the ability and 
efficiency of the individual worker, assuming as a starting point 
the basis arrived at through past competitive conditions. Each 
employe, after one year’s regular employment, was to have issued 
to him an amount of stock equal to his annual wage and on 
this stock he was to receive the regular dividend, the same as a 
stockholder owning that amount of par value of stock representing 
capital actually invested. The theory was that a year’s invest- 
ment of labor in the industry was deserving of equal return with a 
year’s investment of capital. There was also to be provision for 
the investment of the employes’ savings in the securities of the 
corporation. Such a plan was never worked out in detail even 
theoretically for the very simple reason that it was not possible to 
ascertain the exact facts as to the actual investment of capital in 
the railroads. The so-called “property investment” and “capital 
obligations” accounts of the railway corporations as reported to 
the Interstate Commerce Commission were worthless as shedding 
any light on the facts. 

The American workingman is suspicious of the financial prac- 
tices of industrial corporations as to their investments and earn- 
ings. He will never be content with any so-called “profit-sharing” 
plan so long as corporation finances absorb by unjust capitaliza- 
tion methods a huge proportion of the earnings over and above 
those properly due to the capital invested. Such a practice 
verges close to actual fraud and explains in part why the American 
workingman has received so-called profit-sharing schemes with 
suspicion. Until a financial and corporate organization of indus- 
try is adopted and put into practice by American industries that 
will represent the facts of investment as they actually exist, the 
workers will continue to ignore the alleged financial statements of 
these industries. One of the very first reforms necessary in these 
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days of moral awakening as to rights and justice in the industrial 
world is the abandonment of past and present financial and cor- 
porate methods based on profits and the substitution of those that 
show the actual facts in relation to social service. Then, and then 
only, will profit-sharing, stock-ownership, participation in man- 
agement, and like economic appeals possess to the workers the 
attractions inherent in their principles. 

The effect of corporation finance in the past, which has involved 
among other practices the issuance of a tremendous amount of 
fictitious “investment,” has been in the nature of a blanket 
mortgage exacting an unjust claim on the annual increase in wealth 
production. This increase should in justice be partly distributed 
among the people in lower prices and higher wages, but instead is 
being taken from them by the “legalization” of this fictitious 
investment. Much of it has been taken in the past through low 
wages to the worker. Now the European war has released this 
Titan from his bonds and he has risen to full stature and is today 
demanding his just share in wealth production. He is very likely 
not only to maintain but also to advance that claim successfully, 
which means that the burden of a continuance of past corporation 
practices will be shifted to the shoulders, or rather to the pocket- 
book, of the consumer through high prices. The consumer, being 
unorganized, will at first be unable to resist and will be subjected to 
a period of high prices until their exactions become so burdensome 
as to force him, also, into organization for his self-protection. 
Only when the worker and the consumer are each sufficiently 
organized, either separately or in combination, to resist the claims 
of organized capital will society reach that point where justice 
will be determined as between the “rights” of the capitalist, the 
worker and the consumer. Thus the organization of the con- 
sumer is the next step in the socialization of industrial production. 

In the meantime there should be brought about in the public 
interest an agreement as to the financial principles that should 
form the basis of a present day valuation of virtually all our great 
industries. This is not the place to discuss this aspect of the 
problem except to say that these principles must rest upon public 
confidence by the adoption of just and fair methods for determin- 
ing this valuation. Above everything else such a valuation must 
be open and above board with no hidden secrets or concealed 
claims of value that cannot stand the light of publicity. 
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The Investor and the Industrial Enterprise 


By Hon. George W. Norris 
Farm Loan Commissioner, Washington, D. C. 


HE average manufacturer, like most other business men, 
needs to use more money than he has. A part of this 
money he may reasonably expect to borrow from banks, but it is 
the business of banks to make “loans,” as distinguished from 
“investments.” In other words, a bank is supposed to make 
only such loans as the borrower may reasonably be expected to 
repay within a few months. A bank’s loans are short-time loans. 
It is expected to keep its assets “liquid.”” Indeed, the Federal 
Reserve Banks are prohibited by law from re-discounting paper 
that is not “selfiquidating ”’—that is to say, paper that is issued 
in the course of a commercial transaction, ordinarily representing 
the price of goods which have been bought with the expectation, 
and in the probability, that they will be marketed within a few 
months, and that the proceeds of their sale will enable the maker 
of the note to pay it. It is not good banking for a bank to loan 
money to a manufacturer to be invested by him in land, buildings 
or machinery, because these are not things that he expects to sell, 
and he will therefore be unable to pay the loan at maturity, unless 
he can secure the funds out of the profits of his business, or in 
some other way. The funds cannot be secured from the sale of 
the articles which he bought out of the money secured by the loan. 
The money which goes into land, buildings or machinery, is 
capital permanently invested in the business, and if the manu- 
facturer has to borrow this money, he should borrow it from an 
investor. 

Investments in industrial enterprises have long been a well- 
established form of investment in several European countries, but 
in this country they are of comparatively recent development. 
The first investments made to any extent in corporate securities 
in this country were in turnpikes and canals. Subsequently, 
there came very large investments in railroads, and then in street 
railways, telegraph and telephone companies, gas companies, and 
electric light and power enterprises. Practically all of these 
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investments had the attraction for the investor of being something 
more than a mere industrial enterprise. They included a fran- 
chise and it was recognized that with the growth of population 
this franchise was likely to become increasingly valuable, so that 
even if mismanagement temporarily made the enterprise unprof- 
itable, it was probable that other interests would take it up 
because of the possibilities of profit inherent in the franchise. 
Investments in purely industrial enterprises that had no franchise 
feature connected with them were first made on a large scale in 
connection with the consolidation of various enterprises in the 
same line of business. The so-called “Sugar Trust,” to which the 
American Sugar Company succeeded, was one of the first of these 
consolidations. Subsequently, similar consolidations were made in 
many other industries. The promoters dwelt upon the advan- 
tages of consolidation; the ability to purchase raw materials in 
large quantities at low prices; the elimination of the less profitable 
plants and the reduction of overhead expenses by the concen- 
tration of manufacturing in the most economical plants; the 
ability to control prices; and the economy in distribution. In 
some cases, these expectations were realized. In the majority 
of cases, they were not. In all of them, very large amounts of 
securities were issued, which were listed on the stock exchanges, 
and the investors had the pleasure and excitement of anticipat- 
ing large profits by the sale of their securities at higher prices, 
without waiting for the slower returns of dividends. 

The single industrial establishment which has no franchise and 
whose securities are not issued in sufficient volume to justify their 
being listed on a stock exchange, does not have the attraction for 
either the real investor or the speculative investor that was 
possessed by either of the above classes. It is a business enterprise 
pure and simple. The investor in its securities cannot anticipate 
a ready market for them, nor can he hope to get his money back 
unless the enterprise is established on sound lines, is properly 
managed, and pays satisfactory dividends. In some cases, the 
place of a franchise is taken by a patent or trademark or copy- 
right. Where there is no one of these things and the proposition 
is simply to manufacture textiles or pig iron or some other stand- 
ard product, in open competition with every other manufacturer 
in the same line in the country, the enterprise is probably more 
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difficult to finance than any other class of enterprise, and the man 
who is going to run the business and wants to find outside capital, 
must expect to make attractive terms to the investor. He should 
be prepared to satisfy the investor that there is a market for the 
goods which he proposes to manufacture; that his plant is to be 
located in a suitable place, taking into account both the securing 
of his raw material and the marketing of his finished product; that 
he can secure an adequate supply of labor; that living conditions 
will be such as to enable him to hold this labor; that he can secure 
power at reasonable cost; and that, as a result of all these condi- 
tions, he will be able to conduct his manufacturing operations at 
a cost at least as low as the average of his competitors. He must 
also be prepared to satisfy the investor that the total amount of 
capital at his disposal will be sufficient to cover the cost of building 
or enlarging his plant, to carry him over the period of difficulties 
and delays incident to the establishment of a business, and to leave 
him sufficient working capital to conduct the business thereafter 
in the volume which is anticipated. If any one of these factors is 
wanting, he should not expect the codperation of the investor— 
indeed, he should not enter upon the enterprise himself. If all 
these factors are present, there remains for consideration the 
general scheme of capitalization and the relative proportions in 
which the operator and the investor should share in the anticipated 
profits. 

Just at this point there lies a rock upon which many enterprises 
have come to shipwreck. The investor, if not thoroughly experi- 
enced, is apt to stipulate for mortgage bonds, generally with a 
stock bonus added. His idea is that his money should be secured 
by a lien on the plant; that the interest on his money should be a 
first charge upon the profits of the business; and that if these 
profits are sufficient to pay him his interest and leave a large bal- 
ance, he should share in the distribution of that balance. All 
this is very natural and very reasonable, but very dangerous. 
The world today is full of successful enterprises which either 
trembled in the balance for years, or actually “went bad” and 
had to be reorganized. Most of our railroads have been reor- 
ganized—some of them two or three times. The Welsbach 
mantle was a flat failure when it first came out and for years was 


supposed to be a total loss, until a supplemental discovery made 
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it a great commercial success. Most new manufacturing plants 
have what might be called “‘children’s diseases.” The plant cost 
more than was anticipated, or it took longer to build than was 
anticipated, or the first machinery that was installed did not work 
satisfactorily, or it was necessary to install other machinery to 
dry or shred or grind, or there was delay in getting the product 
introduced. Even in the case of a staple standard product or a 
business that has been in successful operation for years, there are 
almost certain to be periods of depression. This is a great coun- 
try in which the tide of business rises higher and higher, but it has 
its periods of ebb. The business which is so capitalized that it 
can live through a period of depression will, when the period of 
prosperity comes, reward those who have waited for it, but the 
business which is handicapped by an annual fixed charge goes to 
the wall before the “boom” comes, and the unfortunate investors 
in its securities are wiped out. Therefore, the interests of both 
operators and investors require that no such burden be placed 
upon the business, or that the burden be made so light that it 
can be carried in even the worst of times. This means that the 
investor should be given preferred stock, upon which dividends 
may be passed if there are no profits, rather than bonds which 
call for interest in any event and for foreclosure if there are no 
profits to meet the interest. 

The next thing to be borne in mind is that there should be some 
flexibility about the financial plan. It is bad practice, for exam- 
ple, to make an issue of $100,000 preferred stock, with a provision 
that no bonds or additional preferred stock can be issued without 
the consent of all or a large majority of the holders of the original 
preferred stock. This puts it within the power of a small minor- 
ity, or even of a single stockholder, to prevent the corporation 
from securing additional capital that may be needed for the devel- 
opment or even for the preservation of the business. If $100,000 
is sufficient for the original investment, the authorized issue of 
preferred stock should be made at least $200,000—preferably 
$500,000—with provisions that the additional stock is only to be 
issued by a majority vote and for actual value. This takes care of 
future growth. Many public utility companies in this country 
have actually been wrecked by their success. The communities 
in which they operated grew and it became necessary to extend 
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tracks, pipes or wires. There was, however, a closed first mort- 
gage and no additional money for these extensions could be raised 
except upon a second mortgage, and second mortgage bonds were 
not marketable. The inevitable result was a denial of service, 
arousing the ill-will of the community and ultimately wrecking 
the company. 

The investor who puts his hard cash into a business which he 
knows little or nothing about and which someone else, who is 
supposed to know all about it, is going to operate, is entitled to a 
preferred status. He should therefore be given stock preferred 
both as to assets and dividends. These dividends should be 
cumulative, so that if for a period of a year or more he is obliged 
to forego dividends, because the earnings are insufficient or because 
they are needed for the extension of the plant or for additional 
working capital, he shall receive these dividends in some subse- 
quent year. The dividends upon preferred stock, however, are 
usually limited to 7 per cent, and where an investor makes an in- 
vestment of such a character that he is likely to lose 100 per cent, 
if the business is a failure, he is fairly entitled to expect more 
than 7 per cent, if it is a great success. This situation may be 
met by making his preferred stock exchangeable, at his option, 
into common stock. If the company is earning enough to pay 7 
per cent upon its preferred stock, and 10 per cent or 20 per cent 
upon its common stock, it is only fair to give the investor the 
right to forego his preferences, to become practically a general 
partner and to get his share of the larger dividends. 

There remains the question of the proportionate interests of 
the investor or investors who contribute capital, and the opera- 
tors who contribute knowledge, experience and work. It is 
impossible to say what this proportion should be, because it varies 
with the individual case. Where the investment of money is 
small, the contribution of experience large, and the business of a 
stable character, the investor’s interest may fairly be made small; 
but, as the amount of his investment increases and the risks 
incident to the business are greater, his interest in the. profits 
should increase, though never to the point where the operator’s 
incentive to make the business a success is paralyzed by a feeling 
that he is simply working to make profits for someone else. 

Something should be said as to two other classes of cases—first, 
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where an operator is himself prepared to contribute a half or 
more of the cash invested; and second, where money is needed for 
the extension of a plant which has both a substantial cost or 
replacement value and an established earning capacity. In the 
first instance, the amount of money which the operator needs to 
secure from the investor may be so small that he can safely give 
the investor bonds to secure his investment, such bonds being 
further secured by a sinking fund, or issued in serial form with a 
certain proportion maturing in each one of a period of years. 
If bonds are issued at all, they should certainly either be in a 
serial form, or provide for a sinking fund. It is inexpedient for 
the operator to have a mortgage for a considerable amount which 
falls due on a certain date. If his business has not been success- 
ful, he will probably not be in position to pay it. If the business 
has been successful, he will have need of all his money for exten- 
sions or additional working capital, and in either case the retention 
of his ownership is dependent upon his ability to secure an exten- 
sion or renewal of the mortgage. Sinking funds are, as a rule, 
more expensive and less satisfactory than the serial repayment of 
bonds. In such a case, it is generally better to issue notes or 
bonds secured by a mortgage, with one-fifth or one-tenth of these 
notes or bonds maturing in each one of a period of five or ten 
consecutive years. The first maturity, however, should be several 
years from the date of issuance, to provide for the delays that 
may occur in realizing the anticipated earnings. If the additional 
capital required is more than it is prudent to put in the form of a 
fixed obligation, then recourse had better be had to the preferred 
stock plan. Such preferred stock, if sold at or below par, may 
very properly contain a provision providing for its redemption, 
at 105 or 110. Inasmuch as the operator in this case contributes 
not only his experience and skill, but also the major part of the 
investment and postpones returns upon his investment to returns 
upon that of the investor, he is justified in expecting the latter 
to take bonds or preferred stock upon a much better basis than 
if the investor were contributing the entire cash investment. 

In the second class of cases, the operator is entitled to still more 
favorable terms, because an established earning capacity is the 
most valuable feature of an industrial investment. In an invest- 
ment of that class, the cost of a plant is a comparatively minor 
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feature. An investor is foolish to make an investment in a plant 
which may be duplicated by a rival at a materially lower cost, but 
on the other hand there may be an investment of $100,000 which 
has no other value than its value as junk if it is not capable of 
earning money. Where an operator is in position to demonstrate 
that he has invested, for example, $200,000 in his plant; that both 
buildings and machinery have been kept up to date and are in no 
sense obsolete; that they could not be duplicated for less money; 
and that the plant has an earning capacity, as demonstrated 
through a period of average years of (say) $50,000 a year over and 
above the expenses of management; and he wants to secure 
$100,000 additional capital for extensions or improvements which 
will increase the earning capacity of the plant, he is entitled to 
expect that he will be able to get this money upon very reasonable 
terms. In such a case, the investor is dealing with an operator 
who has had actual experience in running a particular business at 
a particular place, and has shown not only that that business 
can be run in that place, but that it has been productive of large 
profits and may reasonably be expected to continue to make at 
least equal profits. The investor is therefore relieved of many of 
the doubts and uncertainties attending an enterprise which is new 
and untried as to either product, location or management. 

It is hoped and believed that the above observations cover most 
of the fundamental points, but they fall far short of covering the 
whole subject. There are many risks of business which ought to 
be taken into account of which no mention has been made. There 
are many articles for which the demand may be local or temporary; 
and the business of manufacturing such articles is “extra-hazard- 
ous.” A business which sells its product to a very few persons 
does not occupy so strong a position as one which has a multitude 
of customers. A business whose product is sold through a selling 
agency, without the identification of the manufacturer with the 
product, is less strongly intrenched than where there is such an 
identification. More important, perhaps, than anything else is 
the question of management. It is often said that a good man- 
ager will do better with a “yellow dog plant” than a poor manager 
with a good plant. The manager, however, may die, resign or 
become incapacitated. Reliance upon a single manager would 
therefore be reliance upon a very uncertain foundation. It is not 
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a question of the manager, but of the management. It is said to 
have been one of Andrew Carnegie’s rules to have an “under- 
study” for every man of any importance in his organization, this 
understudy being trained in the general methods and principles 
of the organization, so that the organization and its management 
could go on continuously, without regard to the life, health or 
inclinations of individual employes. An established business 
gets a reputation among both employes and customers for fair 
dealing or the opposite. A reputation for fair dealing is a real 
asset. Where advantage has been taken of employes or of cus- 
tomers, large profits may be shown for a brief period of time, but 
a liability is being accumulated which will sooner or later become 
manifest. There are many items that do not show on the balance 
sheet. 


) 
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Building a Sales Policy 


By Joun M. Bruce 
Vice-President, the Remington Typewriter Company, New York, N. Y. 


HE Taylor System, as applied to production or distribution, 

means more than a careful study or analysis of the motions 

that must be gone through to produce, with the least amount of 

effort, in the shortest possible space of time, the results desired, 
and then have adequate payment made for those efforts. 


Tue Pxuiosopny oF THE TAYLOR SysTEM 


Mr. Taylor evolved a science of shop management based on a 
theory of philosophy. When attempts to install the Taylor 
System of shop management are made by those who have read 
the science from Mr. Taylor’s manual—and it is mighty hard 
reading—without securing the real underlying philosophy, the 
result is always as disastrous as it would be if we set a high-speed, 
steel cutting tool to work without a guide. We would cut a lot of 
material, but we would also destroy a lot. We can do just as 
much cutting, maybe more cutting, without as with the guide, 
but we won’t produce anything. 

The philosophy of the Taylor System is absolutely basic and 
fundamentally sound. It is applicable to every type of industrial 
effort. The application of that philosophy is a science, and a 
highly technical science, based on certain specific laws as laid 
down by Mr. Taylor and demonstrated by the illustrations in his 
manual of shop practice. The man who attempts to install the 
Taylor System without a broad and understanding knowledge 
of the Taylor philosophy, without a comprehensive grasp of the 
principles underlying the science of the Taylor System, is courting 
disaster. 

The Taylor System is not, and never can be made to work by 
forcing the business to meet the cut-and-dried rules such as are 
illustrated in Mr. Taylor’s manual. Mr. Taylor never did that 
himself. The illustrations he gives are some of the applications he 
made where a particular type of installation was the type exactly 
fitted to solve that particular company’s own problem. The man 
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who tries the cut-and-dried system will empty the coffers of his 
company just as rapidly as a preacher would empty the pews of 
his church if he tried preparing his sermons with a rubber stamp. 

It is folly to ask a laborer in the foundry cleaning room to wait 
for a share of the profits until the finished product of the factory 
has been sold—yet this has been done. Offers have been made 
to laborers in the foundry that, if they worked hard they would 
share the profits at the end of the year. Although a laborer might 
do his work faithfully and infinitely well, still in other depart- 
ments of the business, over which he had no possible control or 
even knowledge, the proposition might fall flat. You cannot pay 
a man in a lower place in business for work over which he has no 
control. You can pay him for what he does himself and reward 
him immediately for his effort, and you will get the effort you 
want. You will not get it in any other way. 

The difference between the man who earns a daily wage and the 
man who earns a yearly income is only to a very small degree a 
difference of intellect. Professor Scott and a good many others 
after having brought to bear on the subject the best psychological 
study, believe that the difference between the intellects of the 
average normal men, the intellectual power, is only about ten per 
cent, ata maximum. The huge difference between men is not in 
intellect, not in brain capacity, but in imagination. One man can 
see a reward and work for it if it is an hour away; another man 
can see a reward and work for it if it is five years away, or ten 
years away, or a lifetime away; and you can measure a man’s 
capacity for achievement by the distance he is willing to place 
between himself and his reward. Maybe it is by the square of the 
difference. 

Every time the Taylor System has been put piecemeal into a 
factory, it has overbalanced the department into which it has 
been put, and the result has been worse than no Taylor System. 
You cannot speed up one end of the business and not speed up the 
whole business. People do not seem always to realize that you 
have to codrdinate a proposition of that kind. You cannot start 
a high-speed tool working in one department and not in all depart- 
ments. You have to sell the philosophy of the proposition to your 
whole institution before you can apply the science of the proposi- 
tion to any part of your institution, 
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When we apply the Taylor System to a sales department, a dis- 
tribution department, we have to go back before the beginning. 
We have—to use an Irish “‘bull’’—to go back and start before we 
start. We have to find out where we are, where we are bound for, 
what we want to do and what it is going to cost us before we try 
to do anything. 

The average steering of the business ship, especially the sales 
ship, seems to partake of issuing orders to a sea captain, taking his 
chart and his compasses away from him and saying, “Go outside 
of Sandy Hook and sail now—sail—sail! All we want you to do is 
to sail.’’ These are the orders lots of salesmen get. They don’t say 
“‘sail’’—they say “‘sell.””. They are told to go outside of Sandy 
Hook and sell. The ship that goes outside of Sandy Hook and 
sails and sails and sails is going to land on the rocks, and so is 
the sales department that guides its salesmen in that way. The 
end of one is just as certain as the end of the other. 


Spectatty MANUFACTURER’S AVERAGE PROFIT 


Take the case of two large and eminently successful specialty 
manufacturers. They were making a large line of office appliances, 
and when asked what branches of their business paid and what 
branches did not pay, they said, “Oh! everything pays.” “‘How 
do you know everything pays?” “Why,” they said, ““We know 
how much money we get in and we know how much money we 
pay out; we take all the costs and we allow enough for a depre- 
ciation in the factory, and then we subtract the amount we paid 
out from the amount we took in, divide it by the total number of 
goods made, and that is the average profit.” That is the aver- 
age business way of looking at it, but it is not the average profit 
or anything like the average profit. 

On a very large percentage of the products that those people 
sold they took in exchange goods, that is, used material, at a very 
large price in order to stimulate a new sale. After some weeks of 
explanation and argument those gentlemen were finally convinced 
that every one of those sales was made at an absolute loss. In 
other words, over half of their business was done at a loss and the 
other half carried an outrageous profit. 

Now as long as similar line concerns were doing this, it was 
all right—or rather it was not all right, but they were all fairly safe, 
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because the whole industry would not be likely to go to the wall. 
ii It is mighty hard for the whole industry in any line to go to the 
| wall, and if nobody in the industry knows how to steer the ship 
they are all pretty nearly on the same basis, and they are all likely 
to arrive at a reasonable amount of profit. 


IMPROVEMENTS IN A RuBBER CoMPANY’S BusINEss 


/ any other company in its line in the United States decided to call 
in an outsider to look over the business and see where there was 
| any room for improvement. The consultant was told before he 
q went in that what the officers of the company for the most part 
really wanted was a gold badge that there was not anything wrong, 
| that the thing was perfect. But they did not get that. The 
president, the man who decided on the investigation, got what he 
wanted—the disagreeable facts. The most surprising develop- 
ment in analyzing the proposition was to find the enormous num- 
| ber of orders, even in proportion to the very large amount of busi- 
| ness these people did. They had a business that was absolutely 
wholesale. They sold no goods at retail whatever. They sold 
through the dealer, even to the point of refusing to sell to their 
J own board of directors. Further investigation disclosed, for 
| example, a customer of theirs, a wholesale customer, whose busi- 
! ness ran about four thousand dollars a month. In one month’s 
) accounts examined he had bought six hundred separate items 
from them. There were six hundred separate charges to make up 
a total of four thousand dollars. It was necessary to ascertain 
the unit cost on what it cost to handle each charge through the 
books of that company. They were doing it very reasonably. 
They had an efficient bookkeeping department, and they were 
making each charge for a dollar twenty-eight cents, which is a 
low cost. You may think that was high, and it is generally con- 
sidered high when mentioned, but if you will make a unit examina- 
tion on your own charges you will find they are higher, nine times 
| out of ten. 
| In trying to find out why they had six hundred charges from that 
| man with a four thousand dollar account—why he should buy 
/ six hundred items in one month—it was found that they had 
| established a very scientific practice of demanding that their 


| A large rubber company that has grown as fast or faster than 
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dealers carry a stock of their products in order to get the advan- 
tage of the trade discount, and they made each dealer stock up at 
the beginning of the season. But they never said anything to the 
dealer about continuing to carry stock. 

It was the custom of that trade to give service. Each of the 
houses in that industry had originally been retail houses, dealing 
direct with the consumer from the manufacturer. The concern 
in question had seventy branch houses for the purpose of retail 
trade in every city of any size in the United States. When they 
decided that the trade had grown sufficiently, so that it was a bet- 
ter policy for the trade to handle their product than for them to 
handle it direct, that the trade had stabilized to that point, they 
still maintained their retail equipment and retail service which 
they had been perfectly able to maintain at the retail price, and 
gave the benefit of it to the wholesaler. The wholesaler bought 
a stock according to the size of the town in which he was located 
and according to the territory he covered, as they asked him to 
buy at the beginning of the year, and then he never bought any 
more stock. He just picked it up as he sold. For instance, this 
man that had the six hundred orders in one month stated: “I 
have a stock clerk who fills all our orders that come in from con- 
sumers. If a customer comes in and buys a box of tire patches for 
twenty-five cents we deliver them to him, and our stock clerk 
goes to the telephone and calls up the company’s branch, and they 
send over another box of tire patches. We keep our stock auto- 
matically. Itis a cinch.” 

This was reported to the officers of the company and they were 
shown that on any order below a certain number of dollars, one 
dollar and twenty-eight cents took all the profit and made it a 
loss. It was also discovered that forty per cent of all the orders 
that concern received were executed at a loss. 

“Well,” they said, “of course, that is necessary. It is the 
custom of the trade. Everybody does it. If we didn’t do it we 
would be annihilated. Everybody gives that kind of service to 
the dealer. We deliver to him any time he wants.” 

He was not talking about the “customs of the trade’’; he meant 
the “superstitions of the trade”—he was using the wrong word. 
Look in the dictionary. 

When corrective measures were offered, finally, after a great 
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amount of argument they said, “All right, go ahead and try it 
that way.” It was tried out in one city, not giving the dealer any 
special inducement, and simply a letter written to every customer 
they had in that city telling him these facts: that forty per cent 
of all the orders given the company were taken at a loss; that they 
could not afford to do business that way, and they knew he did 
not want them to go on doing business that way; that he wanted 
them to make money, even as they wanted him to make money. 
They went on to tell these customers that they only asked them 
to pay their bills once a month. It made no difference to them 
whether they bought ten orders a day or one order a week, and 
that if they would take a little pains with their stock they could 
order less frequently. 

The cost of selling, which ran at a certain percentage in that 
trade, was analyzed and the salesman, who had been on a salary 
basis was placed on a commission basis, that is, a task and bonus 
basis. It worked out scientifically. We will say the original 
cost was two and a half per cent for selling. Under the new plan, 
if a salesman brought in an order for less than a hundred dollars in 
a large city, he got half of one per cent; if the order was from one 
hundred to two hundred fifty dollars he got one per cent; from 
two hundred fifty to five hundred dollars, two and a half or three 
per cent; above five hundred dollars four per cent; and if it was 
above a thousand dollars he got five per cent. 

They paid twice as much as before for the kind of orders wanted 
—the orders above a thousand dollars—and paid almost nothing 
for the orders they did not want. 

At the end of sixty days this concern was doing a twenty-five 
per cent larger business in that city. They had had six auto- 
mobile trucks, with two shifts of drivers on each truck, making 
their deliveries. At the end of that time they had three auto- 
mobile trucks, with one shift of drivers on each truck working 
eight hours a day delivering twenty-five per cent more goods. 
They delivered to the north side of that city twice a week, to the 
west side of the city twice a week, and to the south side twice a 
week, and when a man called up out of time they delivered by 
express at his expense. 

There was no trouble about it. They did not lose a customer. 
A good many of the customers said they wondered it had not 
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been done before. That was all that occurred to them. Now, 
that is the difference between allowing a thing to go on because it 
is the custom of the trade, or the superstition of the trade, and 
stopping it; and it can always be stopped. 


EXPERIENCE OF AN AMMUNITION CONCERN 


Another interesting thing happened a little while ago with a 
tremendously successful and very large concern in the ammuni- 
tion business. One of that concern’s lines was making shot-gun 
shells. They wanted to secure the services of the best motion 
study expert they could get hold of to speed up the transfer of 
machines from one kind of loading to another. They said, ““We 
have eighteen thousand different changes in loads that we sell 
regularly in our plant here, and every time we change a load to fill 
an order we have to stop and reset the machine. We have made a 
study of it and find that our machines are out of use and are not 
loading forty per cent of the time. They only load sixty per cent 
of the time, and they are idle in ehange forty per cent of the time. 
If we could speed them up we might arrange to cut it down to 
twenty per cent.” 

Upon inquiry as to how many loads are necessary to cover all 
the kind of game that are shot, after figuring out the number 
of loads and also how many kinds of powder were necessary and 
the other things that a customer had a legitimate reason for 
buying, the result was less than a hundred loads instead 
of eighteen thousand. Then a basis was worked out by 
which a customer couid get the standard loads at the standard 
price paying a little excess for the special loads. They put five 
machines to work on the special loads, and the other three hun- 
dred and ninety-six machines on standard loads, set permanently, 
so many different machines to each load, according to the class of 
loads that were wanted. So, instead of doing a lot of work to 
save time in making the changes, they did something else, they 
eliminated the changes. 


Tue Divipenp MENACE 


The writer wants to pay a tribute to one of the brightest men he 
ever met. He would not like it if we mentioned his name, but he 
is the president of the self-same rubber company mentioned before. 
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When the writer went there, unlike his associates who wanted a 
medal for their brilliance, he said: “Our business has grown a 
hundred times in twelve years. Nothing ever grew so fast as that 
that didn’t grow as soft asa mushroom. It is fine; everybody in 
the trade is getting more orders than he can fill and conditions 
are lovely, but they won’t stay that way. When it comes to hard 
times, when it comes to where everything has to be cut the chilled- 
steel tool is the only one that is going to last. The mushroom 
tools are going to wear out. I want mine chilled. Just let’s 
case-harden this company and cut the waste and the soft spots. 
You are here for a surgical operation on a successful company.” 
There are mighty few men who would have brains enough to talk 
about surgical operations in the face of dividends. Dividends are 
the greatest choker of ambition that there is in the world. As a 
matter of fact, the principal reason you are paying dividends is 
because your competitor does not know any more about his busi- 
ness than you know about yours. There was a concern that paid 
dividends because they marked up the price of their second-hand 
goods every year—the price of stock on hand. They paid divi- 
dends for seven or eight years on that. Then the bankers took 
what was left over for reorganization. 

It is interesting to see how many different “slants” there are on 
the business problem. You can watch the wheels go round on 
the inside of a great many different businesses, and never see two 
businesses with the same problems. There is a problem in every 
business and every problem is a different problem. 


SALES MANAGEMENT IN A PACKING BUSINESS 


For instance, there was a packing business that had grown tre- 
mendously. They started in with canned meats. They saw an 
opportunity to buy out another concern and get into the con- 
densed milk business, and they made money. They told their 
canned meat salesmen to sell condensed milk. As soon as they 
got condensed milk they got a new sales manager for the condensed 
milk line. The old salesmen looked around and said, “Who is 
setting the pay for us? Who O.K.’s any increases in salary?” 
They saw it was the old sales manager who did it. The new sales 
manager said, “‘ You have to sell condensed milk’’; but the sales- 
men went right ahead and sold what they were paid for selling 
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and let the new sales manager talk, and whatever he said seemed 
to hit something and bounce off—just seemed to bounce off. 

They got a California fruit proposition and added that to the 
line, and they got a sales manager for that. Then they bought a 
vegetable proposition, and a Hawaiian pineapple proposition, and 
eight or ten other lines, and finally they had eight or ten sales 
managers. The new sales managers could not get the old sales 
force to do their work, and they began demanding sales forces of 
their own. Some got them and some did not, according to the 
“pull” they happened to have with the institution. The con- 
densed milk man had a big “pull,” and he got a hundred salesmen. 
The California fruit sales manager was not popular, and he had 
only twenty salesmen. They had five hundred territories that 
they ought to have covered, and they had four hundred salesmen 
covering them, many of them overlapping. 

The cost of getting orders in that business was very low, 
much lower than it is in most lines, because it was an established 
trade. They had established relations with their customers, and 
practically every call of the salesman resulted in an order. Just 
think what we would do if that were so in the specialty business. 
But only four per cent of those orders had more than one product 
on the order, and only two per cent had more than two products on 
the order, and half of one per cent had more than five products on 
the order, with a company having about twenty-five lines. More- 
over, the salemen were all working against each other, because 
the great problem in the grocery trade is the credit ability of the 
little grocer. The canned meat man, having a good staple line, 
would go in and sell ten cases of canned meat, and the grocer was 
out of business for a month, as far as credit went with the house. 
They never thought of how much better it would have been to sell 
him one case of canned meat and one case of condensed milk and 
one case of pineapple and one case of asparagus, and one case of 
something else and get repeated orders. Nobody ever thought 
of that, and if he had, they would have said it could not be done. 

Well, when they began paying the salesmen at the rate of a 
quarter of one per cent for an order made up of one product, at 
five per cent when it had four products, and ten per cent when it 
had seven products, they began to get the orders with seven 
products. It would surprise you how those orders came in. 
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It could not be done; but it was done, and the cost per sale 
dropped ’way down because the cost per product dropped ’way 
down. 

The cost per sale in that business was a dollar and eighty-seven 
cents, including the salesman’s salary and traveling expenses and 
the overhead, and it might just as well have covered five or six 
products as one product. It did not make any difference, he had 
to make the call just the same. They could save a lot of money 
under this plan because they cut out a lot of that traveling. 

As soon.as they had this plan working they abolished all the 
overlapping sales forces; the country was redistricted and the sales 
managers of the various lines were made district sales managers 
with one general sales manager and the proposition was worked 
out with very much smaller territories for each man. Each man 
covered his trade and saw that that trade had a complete line of 
that company’s products which his class of customers could use. 
He stopped being a salesman and became an adviser and helper 
of his customer. He did advertising work and backed up the 
advertising department by the proper kind of distribution work 
rather than as a star salesman. 


Tue PROBLEM oF THE ToBacco MANUFACTURER 


In the tobacco business the problem is not a problem of the size 
of the orders. It is a problem of distributing the product and 
getting it where it can go to the customer the instant he asks for 
it, and getting it to him fresh. All of the tobacco manufacturers 
of any repute have the practice of taking back any product that 
any dealer has ever bought from them, at the price he paid for it, 
at any time rather than allow that dealer to sell what are tech- 
nically known as “funky” goods to the public—that is, stale 
tobacco—and they are right. Every time that you are con- 
vinced by advertising that you should smoke “ Darum”’ cigarettes 
the company has invested about seven dollars in convincing you, 
and it costs them only about ten cents to take back a stale pack- 
age of ““Darum” cigarettes rather than let you buy them. If you 
buy a stale package, you do not say, “That is a stale package.” 
You say, “Darum cigarettes are rotten.” 

One of these tobacco manufacturers wanted their salesmen to do 
a lot of different things in the dealer’s store. They wanted them 
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to arrange the dealer’s shelves, to make an attractive display of 
their product, to put their lines where they would be featured and 
where they would catch the public’s eye. They wanted the sales- 
men to put up advertising matter in the dealer’s store. They 
wanted the salesman, most of all, to demonstrate their products. 
They told the salesmen all these things, and paid them for the 
quantity of sales; and the company kept on getting volume, but 
the salesmen slept on the other stuff. That was the history of the 
business. 

There was one brand of world-famous cigarette tobacco, you 
all know the brand—which began to slip about five years ago. 
Everybody wanted to know why. This brand was the bread and 
butter of the company—and cake, too. Nobody knew why it was 
slipping, but everybody had a different theory. There was a 
very easy way to find out, just by preparing a questionnaire and 
sending it out to the salesmen and getting answers. The sales- 
men were paid five cents each for the answers and twenty thousand 
answers were received in three weeks. These were put on the 
Hollerith machine, and the big question was answered in about two 
hours. The answer was that the men under twenty-five did not 
know how to roll the tobacco into cigarettes. The five cent 
cigarette had come along since those men started to smoke and 
they had never learned to “roll their own.” They then began 
paying the salesmen for what they wanted them to do—teach 
the rolling of cigarettes. They paid for every effort they wanted 
the salesman to make, after studying how much time that effort 
would consume and how much it would produce for the company, 
and the desired results were obtained. There is no other way to 
get them. 


Tue TYPEWRITER BUSINESS AND THE ExcHANGE PROBLEM 


In the typewriter business the problem has always been the 
exchange problem. Everybody said it was the curse of the indus- 
try, but the salesman was paid his commission on the exchange 
allowance value of the second-hand machine and the cash he 
brought in. You never saw a salesman who would not rather 
buy something than sell something, that is, it is easier to buy than 
it is to sell, and when you buy a second-hand machine and give a 
new machine for it, with a small amount of cash thrown in, and 
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get the same commission, which would you do? That is what the 
salesmen did! 

They not only did that, but automatically that meant that if 
the room you are in represented the field where the second-hand 
machine was and the whole area of New York City represented 
the area where no machines were, where the salesmen could go 
out and create a new sale, they stayed in your room, and all the 
competitors’ salesmen followed each other. One competitor’s 
salesman followed another competitor’s salesman around the rat 
chase to try to take a prospect’s old machine away from him and 
give him a new one in place of it, because the salesman got his 
commission on it, and it was easy money. Just as soon as that 
practice was eliminated and a penalty put on the trading in of 
second-hand machines, and the salesmen given a reward for the 
cash sale, exchange sales dropped in three months from seventy- 
one per cent to twenty-two per cent. 


Tue ImportTANCE OF CALLS IN SALESMANSHIP 


In every success in selling that the writer has ever had anything 
to do with, the basis of that success has been in the number of 
calls that a salesman makes. You cannot make sales unless your 
salesman makes a call. He has to see the people and interest them 
in what you are trying to sell. Everybody holds up his hands in 
horror at the idea of paying a salesman for making calls, but that 
is what you do when you pay him a salary. Regular salaries do 
not stimulate a salesman to his best efforts. It is better to give 
him a drawing account and pay him so much for every call he 
makes against that drawing account. 

You can send out a circular in an envelope for ten cents apiece, 
and the destination of most of these circulars is the wastebasket. 
Why not pay your salesman ten cents to call on a man, and say, 
““Mr. Jones, I am from So-and-so, and I want to talk to you about 
so-and-so”? It is worth more than the circular, because it does 
not get thrown in the wastebasket, because the man has to listen 
to him to that extent. You do not pay unless he says that to the 
man. If you can teach a man what to say about your product, 
I do not care what your product is, and you can make him go 
through the motions of seeing people and making that statement 
about your product twenty times a day, there is not any product 
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AN ILLUMINATING SALES SCORE CARD 


Showing how a typewriter company increased net return on the 
average sale by enlisting financial interest of salesmen 
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in the world where he will not connect with some sales. You can- 
not continue to expose yourself to the disease that often without 
getting measles. 

There was a salesman down in Louisville that had been hanging 
on by his eyebrows. He just sold a minimum amount of goods— 
enough almost to justify his drawing account each month, and, 
of course, with the old drawing account system, which is a hor- 
rible handicap to a man. He starts out in debt to the company 
fresh every month, and the first three quarters of the month’s 
work he is just making up a debt and, oh, how we love paying 
debts! This is the position you put your salesman in when you 
work under that plan. 

The bonus system was all figured out and the salesmen were 
told: “You haven’t got any debt to pay. All you have to do is 
make calls. If you make enough calls and demonstrations the 
price of those will pay your drawing account in cash, and all the 
commissions you make on sales will be ‘velvet.’ Of course, the 
commission is a little smaller, but you ought not to mind that.” 
Now when they were told this the “wise guys”’ did not believe it. 
But the man we are discussing, not being very smart, believed it. 
He went out and believed he could make money that way. 

He went to the tallest office building in Louisville and started at 
the top. He walked into the first door he saw and said, “ Mister, 


want to buy a typewriter?” and the man said “No!” He 
went to the next door and said, “Want to buy a type- 
writer?” and the man said, “No!” He made eighty calls a day 


that way, and was paid for them. The first month he made nine 
sales. That was more than he had ever made in a month before. 

Some of the people in the company were very much concerned 
and thought the salesman was being paid a tremendous commis- 
sion for those sales. However, they were assured there was no 
cause for worry and induced to let the experiment run along. The 
next month the people that fellow called on began to call him up. 
Remember, he was a rotten salesman—he is yet—but they 
started taking machines away from him. There were people 
who said, “‘ Yes, I want a typewriter. I haven’t seen a salesman 
around here for ages. Come in, for God’s sake, and let me buy 
it,” and he sold those people. The second month he had twenty- 
eight sales, and he has been averaging over thirty sales ever since. 
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Thirty sales a month is pretty good, and he has done it just 
simply because he has exposed himself to the sales. 


REWARD FOR SALES 


After one has worked out a system for making a salesman call 
on prospective clients and pressing the argument in favor of the 
merchandise the next step is to decide on the most profitable lines 
of trade, and stress the reward for sales in these lines, so that it 
will be easier for the salesman to make money doing the thing that 
will be difficult than the thing that is easy. 

For example, it is, of course, easier to trade out an old machine 
at a large allowance and sell a new machine, thus securing only a 
small cash difference, than it is to make a straight sale of a new 
machine for all cash; but, if the reward to the salesman is scien- 
tifically adjusted so that the salesman with the same effort will 
make more money on straight cash sales than he will make on 
many more of the easy exchange sales, the salesman rapidly finds 
that the way to make money is to go to the places where type- 
writers are not placed and create new business rather than follow 
a competitor’s salesman around from one office which is stocked 
up to another trying to get out exchanges. 

It is on this basis that the bonus system has been worked out for 
the sale of typewriters and the results are shown in the accom- 
panying chart (see page 299). 

That is all there is to the Taylor System, just common sense, 
just finding out what you want done, getting a policy outlined, 
deciding just how much effort is required to execute the various 
steps of that policy, and then paying for those steps on a square 
and just basis to your salesmen. In that way you are bound to 
get results. 

The acid test of any business policy, in the last analysis, is this: 
Is your business policy square to your customer and profitable to 
your salesmen? Is it square to your salesmen and profitable to 
your house? If you can answer those questions in the affirmative 
there is not any business policy that can possibly fail. Absolutely, 
it cannot be done. You cannot answer these questions in the 
affirmative and have your policy wrong. 
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Development—The Strategy of Industry 


By W. S. CARPENTER, JR. 
Vice-President, E. I. du Pont de Nemours and Company, Wilmington, Del. 


HERE should be no need for introductory remarks to a 
chapter on promotion or development. Both words spell 
progress, and progress is the slogan of our business world today 
with its constant search for the key to new doors of opportunity. 
The modern business organization, large or small, will make 
progress in exact proportion to the amount of foresight shown by 
its directing forces. This is so axiomatic that its repetition would 
be without excuse but for the fact that the business history of the 
world records many instances of decay overtaking once prosper- 
ous industries merely because their executives failed to march in 
step with the times. While it seems primary to repeat that the 
incentive to invest capital is to secure profit on that capital, it is 
not unusual to find instances not alone in individual companies 
but even in entire industries, where the administrators have con- 
sidered as their object the securing of what they believed to be a 
reasonable percentage of profit figured on the selling price of their 
product, and have lost sight entirely of that all-important relation 
between profit and invested capital. It is perfectly obvious that 
this relation can be the same only in case the yearly turnover is 
equal to the invested capital, whereas in fact, the annual sales 
may vary from the fraction of the investment in one industry 
to several times it in another. 

“Promotion” as used in the business world today has many 
applications. It usually means the expansion of sales, the search- 
ing out of new markets for the established output and the 
devising of new ways to reach these markets. Often it means 
little more than advertising. But a discussion of this subject 
along these lines would leave untouched the largest meaning of 
the word—the definition which points a way to hitherto untried, 
though related, lines of business or to the development of new 
ideas to be applied to lines already established. With this 
meaning in mind it would be well to change the title to “develop- 
ment” instead of “promotion,” and follow the new lead into a 
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line of endeavor, which, though as old as business itself, is yet so 
new that its relation to present day industrial expansion is worth 
most serious study. 

New processes of manufacture fall naturally into the hands of 
a development department if these processes be outside the field 
of regular operative work—not if they be merely the natural 
continuation or evolution of a standard operation. When a gap 
exists between accepted methods or processes and what is thought 
to be an advancement, a development department should attempt 
to bridge this gap. In such a case the operating department (in 
the case of a large organization) or an individual (in the case of a 
smaller concern) will probably be the first to see the possible 
opportunity. A detailed investigation conducted by the develop- 
ment department will determine whether the suggestion should 
be adopted. Improvements developed by the outside world 
which, although originating from other directions and perhaps 
from business foreign to that of the industry in question, can be 
advantageously adapted to the latter. This class of improve- 
ments should belong to a development department. 

It is not enough to see that plant machinery is kept up to date 
or that plant product is brought to a higher standard; nor it is 
enough that the sales department should be progressive or the 
industry’s accounting force should know the latest short cuts; it 
is not enough that there should be constant research into all 
branches of every industry. 

Development, in its best business sense, must be the opening 
up of new lines of activity radiating from a common centre—the 
searching out of new sources of supply—the devising of new 
methods—the solution of economic problems in a way to make 
two dollars grow where but one grew before. It is hardly possi- 
ble to think of a development department springing full-born 
from the loins even of “big business.” It is in its very nature a 
gradual process, blazing the trail, pioneer-fashion, into new indus- 
trial worlds. 

One speaks best when he abandons the field of theory and talks 
from the book of his own experience. Possibly references to the 
experience of the du Pont Company with its development depart- 
ment may be pardoned if they be made as example of what has 
been accomplished, 
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A great many centuries ago the Chinese made gunpowder of 
virtually the same ingredients of which it is made today and in 
much the same way; yet hardly a month passes that some 
improvement is not adopted, increasing the output, decreasing the 
cost or making for greater safety in the manufacture. The world, 
however, would have been ground under the merciless heel of the 
Hun had the powder industry stopped there. Developments 
along new lines made possible the perfection of modern explosives 
which kept the world safe for civilization. Chemical research 
and the development of sources of supply for raw materials were 
followed by the development of new outlets for finished products. 
When war came the world turned instinctively to the American 
manufacturers whose industries had been “developed” rather 
than “promoted.” 

The story of the making of munitions—and it is a term which 
includes thousands of products other than explosives—is indeed 
a business romance and the characters which figured in it are 
American business men who now stand ready to put the same 
energy into the development of peace-time products. 

Development departments, growing out of the necessities of 
war, are destined to play a vital part in the business of the future. 
Such a department may well be described as a clearing house for 
business ideas. It must be receptive and analytical. Suggestions 
come both from within the organization and from without and 
each must be given the most careful consideration. 

That class of improvements which comes from within the 
organization is but a step forward along the path of daily routine, 
and is naturally suggested by that routine. This class should 
properly belong to the operative department from whence the 
initiative must of necessity come. 

But there comes another class of improvements whose incep- 
tion takes place outside the industry; improvements developed 
by the outside world which, although originating from other 
directions and perhaps from businesses foreign to that of the 
manufacture of powder, can be advantageously adapted to the 
latter. This class of improvements should belong to a develop- 
ment department. 

The duty of any development department, therefore, should be 
to keep in close touch with the general state of any art or of any 
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device which by adaptation could add to efficiency or profits. 
The full measure of value cannot be obtained from such a depart- 
ment without hearty and interested codperation on the part of all 
other departments of a company; hence it would be the part of 
wisdom for a development department, in taking up some new 
study, to assure itself first that in the event of its success the 
matter would be of interest to that particular department to 
which it would ultimately go. 

When the development department decides it is wise to take 
up a new subject, the matter should first be discussed with what- 
ever production department would be most interested in its 
outcome, and then it should be agreed between these two depart- 
ments whether it is properly a subject for the development 
department’s attention. If settled affirmatively it should be 
undertaken by that department and the control of the same left 
in its hands and under its supervision until the study has been 
completed. If decided that it should belong to the production 
department, it should be either left to that production depart- 
ment, or, if conducted by the development department, only 
conducted at the request of the production department. It 
should be understood that all work delegated to a development 
department should be conducted under the control of that 
department, and all other departments should be instructed to 
forward to the development department any points of interest 
that may be gathered bearing upon the problem promptly and 
without any other action upon the part of such departments, 
unless by request for further assistance from the development 
department. This to prevent duplication of work, and to leave 
the development department properly unfettered in its own con- 
duct of the study. 

Having outlined the relation of such a department to the 
industry in general a word as to methods may be fitting. Each 
case demands individual treatment, but there are some general 
lines to be followed in all cases. 

The first test of the worth of a suggestion is perhaps its relation 
to the established industry. Does it fitin? Is it a radical depar- 
ture or is it an expansion along already approved lines? 

In developing a new industry or any new branch of an estab- 
lished industry, there are many angles from which the investigator 
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must work. Is there a market for a new article; or is there a 
market for a large or a better supply of the old product? Most 
thorough and painstaking effort develops the answer. This 
effort mrust involve first of all a study of the trade conditions, the 
status of the industry as it is already established, the opportunities 
for the sale of more of the same product or of a substitute. If it 
is determined that there is a market, the investigation is continued 
to determine whether it is possible to go into the new line at a 
profit. Can the article be made successfully both from a manu- 
facturing and a merchandizing standpoint? 

The answer will involve investigation into all the intricacies of 
overhead labor costs, the availability of by-products or of new 
raw materials, return on investment and the hundred and one 
points any one of which may mark the difference between success 
or failure. Each of these factors must be weighed carefully, for the 
conduct of a business concern in these days of keen competition 
is an exact science. The investigation into the merchandizing 
end will call for the talents of the experienced sales and advertising 
men of the industry. But for some of the other investigations 
involved it will be found necessary frequently to go outside 
and secure the services of experts along various lines. There 
are cases on record where the investigation into freight rates 
alone has been the determining factor for or against the estab- 
lishment of a new industry which, in all its other aspects, showed 
no business flaw. 

It has been the experience of big business during the war period 
that one of the most important duties of a development depart- 
ment was the searching out of new sources of supply for materials 
vitally necessary in the various industries. In many cases it was 
necessary to develop entirely new materials as substitutes for those 
which could not be secured, or if securei at all, in quantities 
insufficient for the war-time demand. In many cases it was 
found necessary to manufacture or otherwise produce materials 
which had before been secured in sufficient quantities in the open 
market. The question of whether it is advisable to become a 
producer rather than a purchaser is one in the solution of which 
development departments will play a most important part in the 
future. To insure a regular and sufficient supply‘of a raw mate- 
rial of satisfactory quality may often warrant a substantial invest- 
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ment, even though the saving in its actual manufacture does not 
represent a very great return. Development departments will 
profit immeasurably by their war-time experience along these lines. 

Another field for investigation by a development department 
has to do with the finding of profitable outlets for by-products, 
capital and energy. This frequently leads to the taking over of 
allied industries. It not infrequently happens that such indus- 
tries can be incorporated into an established business and its 
output increased vastly, at a saving in overhead and administra- 
tive costs which makes a decided difference in the balance sheet. 

It seems paradoxical to say that there are limitless opportu- 
nities for a development department to exercise its functions and 
to say at the same time that these functions should be exercised 
within comparatively narrow limits. Yet it would be unwise, 
even if it were possible, for such a department to attempt to 
avail itself of all chances for expansion offered by a survey of the 
business field. It would be impossible for any one department to 
give thorough study to everything which is brought to its atten- 
tion. Selections must be made carefully before intensive studies 
are begun. The directing forces of such a department must be 
capable of going straight to the mark and picking out the most 
likely prospects for future investigation. 

At the present moment the world stands ready for reconstruc- 
tion. It must have new industries and new products. It will 
never be satisfied with the old order of things and it must be up 
and doing. The American business man has the greatest oppor- 
tunity in the world’s history. 

We live in the most advanced period of mankind’s history and 
have the benefit of the enormous reservoir of accumulated expe- 
rience and knowledge of past generations. We enjoy now the 
prospects of a lasting peace, enabling us to turn away from the 
thoughts of war engines to those of normal industry. We are 
part of an organization of modern society which encourages 
individual enterprise. We live in the United States which in 
itself means wealth of resources and opportunities. We have the 
benefit of the enormous products of its mines, farms and indus- 
tries, from which to draw our raw materials; its great network of 
some 260,000 miles of railroads,‘ constituting nearly, 40, per, cent 
of the entire rail facilities of the world, by which to transport our 
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materials and products. We have the benefit of the greatest 
system of public education in the history of mankind, instructing 
daily the minds of some 20,000,000 of our youth, and great 
universities to train them further, affording thereby a wealth of 
material from which to draw intelligent manpower for our work. 
And we have a population of some 110,000,000 people from which 
to draw men and to which to distribute our products, not to 
mention the foreign markets. 

All of these resources are available to us under a system of 
government, which, though organized some 130 years ago as a 
great experiment in self-government, has continued unchanged 
with marvelous success, with great traditions through that long 
period, permitting the free exercise of knowledge and industry in 
the development of these great resources down to the present day. 
Truly the thought of these opportunities and of their accessibility 
is alone sufficient to quicken the pulses of the enterprising. 

This quickening of the business pulse can be converted into 
action through the adoption of the development department 
idea. It may be called by whatever name you please; the 
machinery may be small or elaborate as the individual industry 
demands; the investigations may be limited to few or expanded 
to many lines; but whatever is undertaken should be with the 
thought that a substantial business structure can be erected 
only on a foundation laid on the bed rock of careful, thorough 
research. 
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Research as an Everyday Aid in Manufacturing 


By Artuur A. 
President, Carnegie Institute of Technology, Pittsburg, Pa. 


Necessity for Industrial Research. In an industrial plant the 
emphasis placed on production is of the utmost importance. In 
comparison that given to research is negligible. It too often is 
omitted entirely, with the result that industrial research receives 
neither the support nor the consideration which its importance 
demands. 

Every industrial plant, without respect to its output, needs a 
department of research as an insurance for continuity of produc- 
tion. This department is invaluable as an adjunct of the other 
essential phases of manufacture. Thorough investigation of any 
problem affecting the perfectness of a product ultimately gives 
results in changes, adaptations, and improvements. These form 
the link between new discoveries, patents, and processes. They 
are not always the result of a study of the routine output, but 
frequently are the outgrowth of related investigations suggested by 
changes in the market for the production, new discoveries in other 
establishments, and suggestions from the fertile minds of scien- 
tists in government bureaus and educational institutions. 

Organization of Department. The organization of the depart- 
ment must be carefully coirdinated between the administrative, 
executive, and the other departments of production. Its per- 
sonnel must be chosen with reference to the problems to be at- 
tacked; a few resourceful, capable men rather than a number of 
individuals. Its chief should have direct access to the highest 
official, and its function should always be advisory and never 
executive in its operations. This department should be one of 
reference, study, experiment, statistical and bibliographical; the 
place where questions are asked, where problems are submitted, 
and where troubles are discussed. It ought to be the telescope 
that brings into sight that which is necessary for the organization 
to see before it arrives, thus forming one of the most important 
factors in the progress of production. 

Value of Research. We can scarcely overestimate the value of 
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industrial research, because it forms the link between mass opera- 
tions and individual initiative. A single contribution from one 
employe may radically affect the failure or success of a process 
vital to production. As a department, through its staff it main- 
tains a perspective of each day’s procedure, of each day’s opera- 
tions, and discloses that which may not be apparent to those who 
are participating as a group in the day’s production. It can take 
time and nurse a suggestion, test it, experiment with it, study its 
relation to the problems of the day, and finally reduce it into an 
acceptable operative means for increasing efficiency. 

Production and the War. A manufacturing plant is not unlike 
any other group enterprise, the extreme illustration of which con- 
fronted us in the national crisis in the recent war. The govern- 
ment was compelled to increase greatly its production in certain 
fields. Materials, processes, labor, capital, all had to be harnessed 
for team play. Manufacturing methods had to be quickly 
changed, amplified, and all the forces available were compelled to 
recognize that the unit of time was the prerequisite and most 
important item. ‘To accomplish results it was necessary to over- 
come retardation due to tradition, established methods of equip- 
ment and organization. Available knowledge, long in our pos- 
session, but never used, had to be called into service. Short cuts 
to results, utilizing new and old appliances in a more effective 
manner, became the paramount consideration, even more impor- 
tant than the usual test of manufacturing enterprises, manufac- 
turing costs. 

By-Products. Raw materials had to be used more efficiently. 
The by-products of some of these materials became even more 
important than their peace-time uses. Space saving was a factor 
equal to storage, transportation, and other similar facilities. 
Mechanical equipment for handling supplies became increasingly 
important, as large numbers of men were drawn into the military 
service. The technically trained expert became doubly useful as 
he applied and used knowledge which had been lying quiescent. 

Effect on Field Operations. No concept of those who were at 
the front could be executed with precision, accuracy and speed 
unless those far removed from the scenes of action could pour in a 
limitless flood of what we could produce at home. Industrial 
research applicable to great issues became immediately apparent, 
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It is unthinkable that what it has done for the nation shall be 
forgotten or that it shall not in a similar way become an integral 
part of a well organized industrial plant. 

Facilities for Department. Industrial research, if thoroughly 
conducted by a suitable staff with facilities for experiment, usually 
brings a fresh mind upon an old problem and outside perspective 
on an inside process, a mass of knowledge collected outside the 
works placed at the disposal of those who can use it. It catches 
and holds half-formed aspirations for an improved product and 
points the way to new ventures. Industrial research provides 
the lens through which the vision may be focused on important 
phases of manufacture which otherwise would be only half-thought 
dreams that would never materialize into realities. 

Specifications for Materials. Industrial research always justi- 
fies its existence and brings dividends when it attacks the com- 
position, the use and the adaptation of materials. It eliminates 
waste. It provides substitutes better and less costly. Research 
in materials finds a use for scraps, and discarded parts. It may 
even discover by-products which will largely defray the cost of 
the original purchases. It standardizes raw materials and sup- 
plies by its investigation so that labor costs will not be added to 
something which must be eliminated. 

New Processes. Industrial research recognizes the necessity 
for testing and experimenting with new processes, and in the 
study and investigation of these processes supplies the statistical 
information as well as the method of control, planning the routing 
and transportation of the finished product. 

Effect on Market for Product. If its activities are directed out- 
side the factory, it frequently discloses new markets which cannot 
be apparent in the ordinary sales organization. It provides the 
information on processes of manufacture which is sometimes the 
most effective publicity and advertising material. 

Complete Service. No modern manufacturing plant can be fully 
organized unless it has a department whose functions are to pene- 
trate new fields, correct defects, standardize processes, specify 
qualities and quantities of materials, study the routing and flow 
of the product from the entrance of the raw materials to the ship- 
ping or delivery point without lost motion or undue and unneces- 
sary retracing of the distance to be traversed. 


| 

| 
| 

| 

| 


$12 Tue ANNALS OF THE AMERICAN ACADEMY 


This department must be sensitive to the changing demands of 
the user, reduce bulk, increase safety in transit, devise quick 
and effective methods of inspection, be responsive to suggestions 
for improvement, investigate and tabulate statistics and interpret 
them for other departments. It must keep in close touch with 
the changes introduced by competitive producers, and study 
with intelligence the trade journals of this country and Europe 
with a view to adapting and utilizing new inventions, processes, 
and methods wherever they are applicable to the conditions of 
production. 

Personnel and Labor. The employes of a modern manufactur- 
ing plant respond with avidity to every movement, every scien- 
tific development which enhances and increases production, if 
they can be instructed as to its relationship to their own indi- 
vidual contribution. One of the most notable expressions of this 
kind is the recent resolution of the American Federation of Labor 
on Scientific Research, which is herewith reprinted in full: 


WHEREAS, scientific research and the technical application of results of 
research form a fundamental basis upon which the development of our industries, 
manufacturing, agriculture, mining, and others must rest; and 

WHEREAS, the productivity of industry is greatly increased by the technical 
application of the results of scientific research in physics, chemistry, biology and 
geology, in engineering and agriculture, and in the related sciences; and the 
health and well-being not only of the workers but of the whole population as well, 
are dependent upon advances in medicine and sanitation; so that the value of 
scientific advancement to the welfare of the nation is many times greater than 
the cost of the necessary research; and 

WHEREAS, the increased productivity of industry resulting from scientific 
research is a most potent factor in the ever-increasing struggle of the workers to 
raise their standards of living, and the importance of this factor must steadily in- 
crease since there is a limit beyond which the average standard of living of the 
whole population cannot progress by the usual methods of readjustment, which 
limit can only be raised by research and the utilization of the results of research in 
industry; and 

WHEREAS, there are numerous important and pressing problems of admin- 
istration and regulation now faced by federal, state and local governments, the 
wise solution of which depends upon scientific and technical research; and 

WHEREAS, the war has brought home to all the nations engaged in it the 
overwhelming importance of science and technology to national welfare; whether 
in war or in peace, and not only is private initiative attempting to organize far- 
reaching research in these fields on a national scale, but in several countries gov- 
ernmental participation and support of such undertakings are already active; 
therefore be it 
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RESOLVED, by the American Federation of Labor in convention assembled, 
that a broad program of scientific and technical research is of major importance 
to the national welfare and should be fostered in every way by the federal govern- 
ment, and that the activities of the government itself in such research should be 
adequately and generously supported in order that the work may be greatly 
strengthened and extended; and the Secretary of the Federation is instructed to 
transmit copies of this resolution to the President of the United States, to the 
president pro tempore of the Senate, and to the speaker of the House of Repre- 
sentatives. 


National Interest in Industrial Research. Simultaneously with 
this expression of organized labor, the national government has 
greatly enlarged the fund for investigation and research work in 
the field of modern industry. This has been brought about by 
the intelligent and persistent efforts of the National Research 
Council, who have perpetuated the splendid beginning made by 
them during the war by carrying on their activities for the benefit 
of industry during the period of reconstruction. 

The results of the National Research Council have been ampli- 
fied by contributions made in similar fields by the Rockefeller 
Foundation in the field of chemistry and physics, and by liberal 
support from the Carnegie Corporation, which has taken a keen 
and timely interest in this important subject, by the Society of 
Mechanical Engineers through its research fund contributed by 
Mr. Ambrose L. Swasey of Cleveland, Ohio. With all of these 
agencies for the development of industrial research, in coipera- 
tion with the many similar operations in the same field fathered 
by universities and institutions of technology of the highest rank 
all over the United States, the modern manufacturing enterprise 
would be derelict in its duty to the economic well-being of the 
nation if it did not fully avail itself of all of these activities by 
making suitable provision for departments of industrial research 
in every individual manufacturing establishment. 
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Publicity as a Policy 


By Epwarp D. Jones, P.h.D. 
Federal Board for Vocational Education, Washington, D. C. 


[HE policy of publicity of business facts is something which 

may be considered with reference to that inundating flood 
of advertising which rises with the producer or dealer and sets 
in steady stream toward the buyer or consumer; and with the 
object of promoting sales. Again, it may be considered with 
reference to the interchange of technical facts between specialists, 
which takes place through the trade papers and the programs and 
publications of trade associations, with the object of improving 
technical practice. On the other hand, it can be treated as a 
portion of a program of friendly personnel relations between 
employer and employe, promoted for the purpose of avoiding 
industrial unrest. Or, finally, it may be considered as a means 
of informing the public, and of shaping public opinion, upon 
those matters in which the practices of private business impinge 
significantly upon the public welfare, or raise a question of the 
violation of the community’s code of business ethics. It is in a 
general way with the latter three of these sources of social com- 
munion, but particularly with the last one, that we are here chiefly 
interested. 

It has been a traditional policy of American business to be 
generous, not only with money and opportunity and personal 
service, but also with information. And this has resulted, as 
Ian Maclaren once told us, not because the American is a better 
man than his European contemporary, but because he lives in a 
larger place. Our leniency in dealing with bankrupts, in going 
security, in permitting cancellation of contracts, in rendering 
personal service to buyers, in paying wages to learning operatives, 
and in keeping open house for visiting business men, is typical 
of many signs that America has been a land of wide opportunity. 

In the first century of American industry, while establishments 
were small, financing simple, administration informal, and tech- 
nique hardly more than a gradually expanding craftsmanship, 
there was little motive for secrecy; and secrecy contained no 
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threat. There prevailed a simple, direct, local, and automatically 
self-regulating type of competition. When, however, the states 
began to construct and subsidize roads and canals, and when 
private railroad corporations were formed, and later consolidated, 
a paraphernalia of financial organization and a new art of finan- 
cial warfare were invented. This was so new a thing that for 
more than a business generation it escaped any serious effort at 
public regulation. 

Presently, in the nineties, and the decade following, these arts 
were supplemented by the use of various new arrangements for 
intercorporate control; and the whole, new, property-right, 
money-power scheme of competition was transferred for develop- 
ment into the field of the manufacturing industries. With monop- 
olies or powerful alliances sufficiently developed, plans for the 
control of the raw material industries and for the final elimina- 
tion of rivals, through the ugly devices of predatory competition, 
were perfected. To secure a roped-in field, for the final knock- 
out, free from the interference of foreign competitors, the “infant 
industry” argument was made the staple of political debate, and 
an “invisible government” was created, with a national political 
loss, while the sustaining “sinews of war” were provided by 
corporate campaign contributions. 

While these events had been in preparation and the modern 
corporation was in the process of evolution, competition had long 
been sifting American business men into classes, on the basis of 
ability. The topmost class, popularly known as captains of 
industry, was for the most part composed of self-made men of 
great physical and mental energy—restless, constructive men; 
doers rather than thinkers; mastercraftsmen rather than admin- 
istrators; fortune-builders rather than statesmen; a fair evolu- 
tionary variant of the pioneers of settlement of the preceding 
generation. 

Included in this class, however, there was a small percentage 
of more subtle calculators of value relations—pure economic 
men—who operated by means of complicated manipulations of 
corporate securities, and who were at home in the intricacies of 
Wall Street finance. This class clothed its operations with 
secrecy as with a garment. 

It had been noticed in England, during the Industrial Revolu- 
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tion, that the most brutal employers were former workmen, who 
had risen to power through a harsh struggle and emerged with 
a supreme contempt for every one they could lick—emerged ‘into 
a world of administration and property control, with the manners 
and ideals and restraints of which they were unacquainted. A 
similar phenomenon now exhibited itself with us, as a new power 
came into being in the hands of men unexperienced in ultimate 
effects. The captains of industry said to the minor capital inter- 
ests they squeezed out, “Business is business”; to the individual 
wage-earners, over-matched in bargaining, “Freedom of con- 
tract”’; and to the community and its government, “‘The public 
be damned.” 

It is to be admitted, as a palliating circumstance, that public 
opinion had applied no clear moral code to the new practices. 
The captains of industry overlooked the fact that, as economic 
power increases, it is progressively affected with a public interest. 
Capital instruments operated on a large scale may not be looked 
upon as private property, in the sense that goods which minister 
to private need are such, or that capital in small units in a free 
field, where suppliers and customers and wage-earners have nor- 
mal alternative opportunities, is private property. They did not 
realize, at least to a degree sufficient to make them safe as agencies 
of social welfare, that the executive is a trustee for the capital 
interests confided to him, and a leader for the employers who are 
attached to him through economic organization. 

In an age of rapid industrial evolution, a few men perfected 
dangerous weapons of competition, and used them in secret, with 
arbitrary disregard of the rights of others. They corrupted 
economic power, as the clique about the Kaiser corrupted political 
power. Into so much trouble a very small percentage of our 
business leaders brought us. The real defect was lack of suffi- 
cient publicity to awaken public opinion—which is our real gov- 
ernment—and to bring perverted men to their senses by the 
shock of public condemnation. And so American industry, in 
this period of increasing material comfort, reached its moral 
apogee. Foreign nations began to fear the economic structures 
we were building; and we earned throughout the world the repu- 
tation of being unscrupulous dollar-chasers. 

Fortunately, reform began as a series of scattered and dis- 


| 


_Pupsuicrry as A Ponicy $17 


connected issues, and worked gradually toward a synthesis; a 
circumstance which was favorable to moderation. Edward Bel- 
lamy’s Looking Backward created the brief movement of nation- 
alism; Henry George’s Progress and Poverty familiarized people 
with the concept of unearned increments of profit; Marx’s Capital, 
introduced through more popular writings, created a nucleus of 
socialism; the literature of English Christian socialism affected 
a few; Thomas Lawson’s Frenzied Finance reached many. These 
books introduced economic problems into the reading of the day, 
created a demand for literature dealing with business conditions, 
and set men to thinking and observing more clearly. 

Populism, arising in the mortgaged middle west, almost pre- 
vailed in inaugurating us in a program of economic fallacies. As 
the sciences underlying the control of forest, field, stream and 
mine had long been quietly preparing the principles of conserva- 
tion of resources, there was ready to hand a program for the far 
west. And then, at the critical moment, when a reunion of 
reform forces under competent leadership was most needed, Provi- 
dence blessed us by the appearance of a great personality. Enter- 
ing public life as a Sir Galahad, he demonstrated to the spirited 
youth of the nation that politics could be made an honorable 
career, and something much more than that. By him, public atten- 
tion was sharply called to the threatening powers in industry, and 
to the activities of “ malefactors of great wealth.” The secrecy 
with which these men had invested themselves now looked like 
a confession of guilt; it at least greatly stimulated the imagination 
of the public. Then began the disagreeable but wholesome pub- 
licity of the muckrakers. State and Congressional investigations 
laid bare the whole miserable story. There followed trust legis- 
lation and prosecutions, laws against secret railroad rebates, the 
strengthening of the hands of the Interstate Commerce Commis- 
sion, laws against unfair trade, the creation of the Federal Trade 
Commission, and many more corrective steps, which gave evi- 
dence of a public opinion aroused to vigilance. 

For a considerable period, great aggregations of capital were 
so distrusted that legislation sought to forego the efficiencies of 
large-scale operation and to pass back into the primitive condi- 
tion of an open market. But time has worked a substitution of 
personnel among business leaders, which has brought men of 
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quickened conscience and large views to the front. Expert engi- 
neers and auditors, in the public service, have established the 
technique of publicity. The fear of large aggregates of capital 
is departing. We are swinging to the view that they need not 
be dissolved, but rather should be regulated in the public interest. 

And so, we have entered upon a new day, as our honorable 
Secretary of Commerce has suggested. There never was a time 
when, through the discussions of conferences of business experts, 
so great a variety of knowledge concerning the intimate practices 
and policies of industry was spread before the public and the 
learning generation as now. Those who twenty-five years ago 
began the study of industry may well contrast the poverty of 
knowledge of that period with the present abundance. This is 
the means by which the professional spirit nourishes itself. The 
instinct of professionalism in industry has brought us, in effi- 
ciency, far in advance of anything attained by the one-man domi- 
nation, under a régime of pure property interest, as represented 
by the captain of industry. To this professional spirit, with its 
scientific rule of free interchange of basic data, much may be 
intrusted, for it is fast producing a pride in good workmanship 
which will make it impossible for a representative of property 
right, who plans evil, to find a competent agent to execute his 
bidding. 

In the second place, we have definitely abandoned the doctrine 
of laissez faire. The Housing Commission of the City of Mil- 
waukee, in its report to the mayor, November 30, 1918, inserted! 
the following general clause: 

We must not fail to appreciate the gradual change in the concept of govern- 
ment, which has been manifested so conspicuously in England and on the con- 
tinent during the past decade or two, and to some degree in this country. Leg- 
islation relating to social amelioration, to transportation, to land improvement 
and development and to public health has expanded the functions of government 
far beyond the older concepts of government (which concerned themselves largely 


with restrictive legislation) and has more fully organized nations to achieve 
prosperity and stability because it has put the welfare of the whole above the 


welfare of groups or individuals. 

The political party which was once the party of particularism 
as regards political organization (but now become the champion 
of solidarity in economic interest) has led us during the war in 
a gigantic experiment in the organization and control of industry. 
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Although this has been terminated, with its temporary occasion, 
it will for decades to come be drawn upon as an arsenal of expe- 
dients, whenever any economic interest threatens the general 
welfare. We have multiplied the standards set up by law, as 
the plane of competition. We have devised the inspecting, 
administering and law-enforcing agencies which give legislation 
effect. In its relation to the key industries of transportation and 
banking, and in its control of the issue of securities, government 
has put itself on the way to a supervision which will extend over 
a wide range of activities, without unduly hampering individual 
initiative. 

In the third place, industry, in response to the temper of the 
times and the influence of labor organization, is sincerely address- 
ing itself to the wage-earner. This is our backfire to bolshevism. 
We realize that our safeguard is the stake of the average man in 
the present economic order and his intelligence with reference to 
the functions of each factor in production—the factors of capital 
and management, as well as of labor and the state. Indeed, we 
only wish that the average man knew much more of capital forma- 
tion and risk and interest and profits and cost accounts and the 
nature of the market and the work of the executive. These 
things the powers-that-were might have been teaching him in 
the years that have gone by. 

Our safeguard is also in the new attitude of our industrial 
leaders, as shown by the things in which they are interested and 
the things they think it worth while to do. The point of view 
has not been better put than by Mr. John D. Rockefeller, Jr., in 
the first three points of the creed presented by him recently at 
the convention of the Chamber of Commerce of the United States. 

1. I believe that Labor and Capital are partners, not enemies; that their 
interests are common, not opposed; and that neither can attain the fullest mea- 
sure of prosperity at the expense of the other, but only in association with the 
other. 

2. I believe that the Community is an essential party to industry, and that it 
should have adequate representation with the other parties. 

8. I believe that the purpose of industry is quite as much to advance social 
well-being as material prosperity; that, in the pursuit of that purpose, the inter- 
ests of the Community should be carefully considered, the well-being of employees 
fully guarded, management adequately recognized and Capital justly compen- 
sated, and that failure in any of these particulars means loss to all four parties 
(Capital, Management, Labor, and the Community). 
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The war has been a great common cause. It has revealed to 
many men the joy of a truly big aim and a truly social process 
of achieving it. Of the dollar-a-year men, the Saturday Evening 
Post (July 12th, 1919) has just said: 


They realize that heretofore business has fallen short, and upon returning to 
their local industries in the various states these men have started the diffusion 
of new ideas . . . all these men have seen the light. They know thatthe 
business man of tomorrow must live and serve as a statesman and trustee, not 
as a private individual. ; 
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